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The Chief Financial Officers Act of 1990 was enacted to improve the financial management practices of the 
Federal government, and to ensure the production of reliable and timely financial information for use in 
managing and evaluating Federal programs. The Government Management Reform Act of 1994 (GMRA) 
furthered the objectives of the Chief Financial Officers Act by requiring all Federal agencies to prepare and 
publish annual financial reports, beginning with fiscal year 1996 activities. At the same time, the GMRA 
authorized the Office of Management and Budget (OMB) to implement a pilot program to streamline and 
consolidate several statutory financial management and performance reports into a single, annual 


Accountability Report. 


The 1998 Accountability Report is the Department of the Interior’s third report under the pilot OMB 
program. For a second year in a row, Interior is proud to report that its consolidated financial statements have 
received an unqualified audit opinion. The 1998 unqualified audit opinion is a tribute to the collaborative 
efforts of Interior’s program and financial staffs in managing and reporting on the Department’s financial 


resources. 


The 1998 Accountability Report has been revised to include a detailed discussion of Interior’s five strategic 
goals. These goals unify the diverse missions of the Department and provide the strategic direction for 
managing and investing taxpayer resources to protect and preserve our natural and cultural heritage for future 


generations. 


All comments regarding the content and presentation of this report are welcome. An electronic version of the 


report is available on Interior's Office of Financial Management World Wide Web site (www.doi.gov/pfm). 


Comments may be addressed to: 
U.S. Department of the Interior 
Office of Financial Management, Room 5412 
1849 C Street, N.W. 
Washington, D.C. 20240 


For additional information about the Department of the Interior, please contact: 
U.S. Department of the Interior 
Office of Communications, Room 6013 
1849 C Street, N.W. 
Washington, D.C. 20240 


or visit Interior’s Internet Web site at www.doi.gov. 


About the cover: Glacier National Park, Montana (photo by Deb Carey) 


es ee - 


ee 


EPARTMENT OF THE 
INTERIOR 


Fiscal Year 1998 
Accountability Report 


April 1999 








1 
_ 


* ha oe 
VFiliteevpol Ir 


Pigs ssi 
¢ ft tadun agp ep pei “Jie Py 
any 


ee oe a wand, Chea Ae 
; ? ‘ Pra re it 


° uM pireyain 4 “ipres 
















(ieee ape telis, deka gph bing 


=e " 


a : A ; 1 ye iy ~~ é 


a . i 4 e Ws 
\ « " ? . A : d i ita i at La a 
= el a J ¥ ; 7 ch é is - sacl 


os ne aan  - } seit! A law ie 


s ib ® 
é 
= 
2 ® 
. 
Wa 
. - rm 
i 7 c i 
Pe! 2 ees 
169 f ifpeTr3 














TABLE OF CONTENTS 





Pere RiP UCe DAD LItUrO ech etary Olvties LLELiOtie isa teuseeiesechnes catans ode tterdioekaceeeseenessttosssselectiveessyecbentieys ii 
eee ME RIE RTRIME Tony MOTTE ITTATICIAL COLISCeL arcs spe ctyersattg: cer tates cai cet cssssasssesegetinsestsconsdnesedednaconssonesassbanezeens iv 
PA ORORELE IY ESTRUOT? cosconcnce nue B AERA GARA a eee a ee Bo a EO ee eo ere eee Sees aD 1 
syerperg inert: Owe nas Gn cel ANTE Sal a ao ra Bia Ue cer Cee eee MSE Pre tone area t 
ONDER OAL GOT eae coe sneer claates Mi pnb desea cio et alee ee veut ieee erate 3 tna bile it ade eee ead 4 
CP OBp Seg 0, eying hCG SANTA BM EE § OT NS tosh ea be pe ated Po perience veer ine viceky py bia Tera ehr ee 16 
[SUG UIIGIRYE! AG IBES cco note mrvecan nei a 2eceN acted ee element deat be hee ipb eie botc Pres eed ae 24 
WE AML GOAN CEMV IC ASHI ES ere et ere rat ate ns eeaetcetoceagvaraaca aecatontteehereer eeorresesteetigeeeys 30 
NDE HIME SERS Gh SEEING ETI TEI LEA Ali 0 SON ERE REY) DR RT CEPT PRE ME ETE 31 
AGEN IY ESTOS IE EET VER ee Sip AM a eee te MARA te AO ea RRP CRE SE Of OCR RRO ONE 39 
iesydae ena Coroiiataay ben ir VG OT) soemerey ceo ar ecer peony prin neennrhe Seperate mein eel ererere enn lope peepee erent 45 
Pom Per UMC ESOUCL TEC CIE ITIATICl ALO CALCITICI Copter vec ceer eas tiear ee cevecetat fade tice fecers<p<ncs<cnsgsccusrs cnaestccsaceeseresesessars af 
1 PRE RIBDAL TOPOS IOUS RIG LTR DE ROR SI ONE URC ERE ER ie ENR 58 
LO PESEIOMUgET ELD AULD A TICILSIRLCIICIES set theese. oe Re Ped ected cbc faa cds Soav usu sweod Spee oone sonranacaetasbese: 64 
DE OME Ca TCLAL TOI OTTOM CN eee er ee ee toi cate ee act Sek Stites irapevevecnssrbetocdsdpneosingesdeigesae¥bs 91 
Bee ECS DEN SSC ESE ATIC IN eS CIC IES etree esse eat oss tenes nsealrarss os coptrghidsssucennssapensocwhssicenogsaciacees 101 
NPI 72 HOVE SRO Oe Rae AN Oe OL co Tn ee ee ne ee eee 102 
INS BIRD EIS R OD POTS Ko Deel pho RO Oreo ee OUTLET He ee ET ee en ee 106 
CME ia fig Miele ee Ce SL See Beka A ae ON, Oe Petes BM acca separ she iach sdetdthy lean dasbedas connie 109 
RD seer Tae Lea E/iaVid al JEUCION ENT irk. 6 yt, Acetate Ate) oh kL MAbs sp xino Live) ces serupesh Matis cvad Teh os} Li3 
Be eI ta ACO ELL) Oe ies ROT Pen ee ee D RE AUi es ae tv safe Coc enrnrevecoseeanesosuucions 114 
Neca yore! Cardy Steal PO Pent yictee. eatae tet emt pest. Sct sd Bessa bdo dzasdnecviitiy Tisoie nd 116 
Peercerrigea yn ligka (Spier oe weee etre eee Ako tics aad tale stat Ravens Mae COM Se EL suh eh bdURZauy eee btodadess Soden sangeches dete 117 
MAELOTIA GIL OREO Can Mota tes Mees Sepata uses,» Mngt le, HRN ORT. op bistein hans Dip Laakso. evseh oseaninez edad 118 
PBT OPE ALA TE Al LEIS et ten pies ts Seanenetverae neta oe era eRe eG ETAL LES OES. APO, ES, 2 122 
AI AV LIGIER SCE DICE reser Wace hee eee ort cep ike st au aes vecsenaynion san vanessa svenons 129 
ar eOIOt al GO IVA TiaCiaviC Hy tat, Keke, A Aaah SA eh ORE. Sesto. ey a ale, Ceetketctcde Ween. teed 132 
es he 0070 ice yee ATE; Greate AUR O NEw ereeeen N,N e PONDS, te Celealh cst }2. Teese ibe beee Aes cL 138 
WSO OVARCCIAIITA CIO SEM MINIT: Skis ts IMENT I PREM ON NOUN, GSUAID Lads elon Rashes ARB ooRilanh new told 142 
Bee ase Vib AU CHICHEADETULCON AW M1, dred et}. ast MAE, See ee AR Nd ME vas Tad btaaddcrbvonsethecihh 146 
ROTC OR SUF ILCe UAETIEI ee, ee eae St ee ME, MEN EET, cA is tea. 150 
LLG Uisa icy rd ey Sh aban Pati bes le Mbeya tae dad ar DAS IB Pec necteoc tv bend on ae REPEL CLL DORR PEDERI WEEE 153 
Bea ERMRA ENE ON IIVTLG Pes e eccce evans ctaacspnscetteac ee cares toh a tteete site ahy Secsatadeatensddesnsatein sacbiennehoneosincisersas 159 





LETTER FROM THE SECRETARY 


At the Department of the Interior, we are proud to protect and provide 
access to our Nation’s natural and cultural heritage and to honor our trust 
responsibilities to Native Americans. I am proud to report on our accom- 
plishments for fiscal year 1998. 


Serving the Public 


Interior is committed to providing superior service to our customers, part- 
ners, and stakeholders. By asking for and listening to the public’s opinions 
and ideas, and taking action to address concerns, we are making substantial 
improvements in our service to the Nation. 





The national parks, refuges, and other Federal lands host more than 300 

million visits annually, and those visits should be enjoyable, safe and educa- 

tional. We continue to seek to improve our understanding of the public we serve so that we can protect the land 
and share it for the future. We are also working hard to improve visitor experience through partnerships with 
other Federal agencies, State and local governments, and private sector groups. 


Interior has taken great strides in recent years toward becoming a more streamlined organization. Since 1993, 
we have reduced Interior’s staffing level by approximately 14 percent. Despite this workforce reduction, we have 
continued to provide high quality service to the American public. 


Investing in the Future 


Interior invests its energy and its resources to protect America's scenic beauty and its cultural heritage. National 
parks, refuges, and public lands are the heart of the Nation's natural, cultural, and historical legacy. As steward 
of these unique resources, the Department faces growing demands to rehabilitate an aging infrastructure of 
public facilities and to protect natural and cultural resources. New investments are needed to ensure visitor 
safety at Interior facilities, safe working conditions for employees, and safe facilities for students attending 
Indian schools. In 1998, we presented these growing requirements to Congress; Congress responded by provid- 
ing over $850 million for maintenance and construction in fiscal year 1999, an increase of 4.4 percent over 


Bek sis 


Restoring Ecosystems: Over the last 5 years the Administration has implemented three large scale watershed 
restoration efforts using new methods, partnerships, and renewed public participation In 1998, we continued 
to make progress in restoring California's Bay-Delta, the largest estuary on the west coast of North America; the 
Florida Everglades to restore natural water flows; and the forests of the Pacific Northwest to replenish trout, 
coho, chinook, and sockeye salmon. While we are making progress, these areas demand continued support to 
protect their vitality for future generations. 


Clean Water and Watershed Restoration Initiative: Over the last 25 years, the Clean Water Act has stopped billions 
of pounds of pollution from flowing into the Nations's rivers, lakes, and streams, and has doubled the number 
of waterways that are safe for swimming and fishing. Yet despite this significant progress, there is still much to 
be done to fulfill our national commitment to protect the Nation's waters. Under the Clean Water and Water- 
shed Restoration Initiative, Interior has taken the lead to ensure healthy aquatic systems in our Nation's water- 
sheds. Together with the Department of Agriculture, Environmental Protection Agency, and other Federal 
agencies, we are developing cooperative partnerships with States and local governments as well as the public. 


il 





Historic Preservation: The celebration of the turn of the century is a true commemoration of our democracy, our 
rich history, and our unequaled diversity. It is an opportunity to showcase the preservation of the icons of 
American history and culture for ourselves and for the world. Recognizing that the material culture of our 
Nation is the touchstone of our history, Interior is working to preserve this rich fabric of American heritage, 
ensuring that the citizens of the 21st Century have the same opportunity that we did to observe and enjoy the 
archaeologic and historic ruins in the Southwest, objects gathered by the Lewis and Clark expedition, and the 
laboratory of Thomas Edison, among other American treasures. 


Prudent Outer Continental Shelf Management: The Nation has seen a resurgence of Gulf of Mexico leasing 
activity with a high level of industry interest, particularly in deep-water regions. There have been record- 
breaking lease sales over the past few years and a sustained level of exploration and development activity, spurred 
by dramatic advances in technology and the discovery of extremely prolific reservoirs with wells producing over 
20,000 barrels of oil per day. The Department's attention is focused on sustaining these benefits while protect- 
ing the marine environment by preventing any conditions or actions that could adversely impact the Gulf 
environment. This means basing leasing and regulatory decisions on good scientific information and maintain- 
ing a vigilant inspection program, both of which are critical to preventing accidents that threaten human life or 
the environment. 


Responding to Native American Needs 


A key principle of the Federal-tribal relationship is protecting and encouraging tribal self-governance. To achieve 
self-determination, Tribes require a long-term Federal commitment and adequate funds to develop self-gover- 
nance, a strong economic base, and social and educational institutions that enable them to benefit from America's 
prosperity and to preserve their cultural heritage. In fulfilling the Nation’s trust responsibilities to Tribes, 
Interior is committed to meeting these obligations. During 1998 the Bureau of Indian Affairs provided Tribes 
with over $1.1 billion in resources to foster strong and stable tribal governments, enabling them to exercise their 
authority as sovereign nations. 


Interior has trust responsibilities for many tribal and individual Indian assets. Over the last several years, the 
Department has been working diligently to reform the systems, policies, practices, and procedures by which 
Tribes and individual Indians receive revenue due them from trust lands. In 1997, the Department began 
implementing reforms proposed in the Office of Special Trustee’s Comprehensive Strategic Plan related to 
cleaning up data, eliminating trust asset processing backlogs, and revamping trust management systems. In 
1998, the Department continued to implement this plan. These reforms are of critical importance—resolving 
longstanding trust management issues is receiving the highest level of attention from the Department. 


As we move forward toward a new century and celebrate the Department's founding 150 years ago, we remain 
steadfast in protecting our Nation's natural and cultural resources and fulfilling our trust responsibilities to the 
Tribes. While we have made substantial progress during this Administration, much remains to be done. I am 
committed to continuing our progress. 


ee am 


Bruce Babbitt 


Secretary of the Interior 
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LETTER FROM THE CHIEF FINANCIAL OFFICER 


I am pleased to present the Department of the Interior's fiscal year 1998 
Departmental Report on Accountability prepared under a pilot program 
authorized by the Government Management Reform Act of 1994. 


Over the past year, Interior has made significant progress toward my three 
goals: ensuring accountability to the public in the use of Federal resources, 
building a diverse Department that is reflective of the strength and creativity 
of all America's people, and creating a quality workplace that will attract and 
retain the best and the brightest workforce. Achieving these goals must be 
our highest priority as we accomplish our mission of stewardship over the 
Nation's vast public lands and resources, serve the public with care and re- 
spect, and provide for economic development with balance and integrity. 





Being Accountable to the Public 


Planning for Quality Results: Accountability begins with a clear understanding of our mission and a plan to 
achieve that mission. In 1997, the Department of the Interior published its first strategic plan under the 
Government Performance and Results Act (GPRA), and in February of 1998 the Department submitted its first 
annual performance plan to Congress along with the President's budget. That plan includes performance mea- 
sures for the Department and for individual bureaus within the Department. 


We have learned over the past year the importance of a clear focus in the plan. Our strategic plan has been 
streamlined from its original 10 common themes to 5 broad goals that define the Department’s mission: 
protecting the environment and preserving our Nation's natural and cultural resources; providing recreation for 
America; managing natural resources for a healthy environment and a strong economy; providing science for a 
changing world; and meeting our responsibilities for American Indians. We are now measuring our performance 
in each of these areas. 


Addressing Year 2000 Computer Issues: Much has been written about the impending disaster that will befall 
organizations—both public and private—whose computer systems treat a double zero as signifying the year 
1900 rather than 2000. Given our reliance on computers, the failure of systems to operate properly can mean 
anything from minor inconveniences to major problems. The dimensions of this challenge are enormous and we 
are well on the way to resolving these issues for the Department. I am pleased to state that as of March 31, 
1999, we have corrected and tested 100 percent of our mission critical systems. 


Obtaining and Maintaining Unqualified Audit Opinions: Maintaining integrity in financial management activi- 
ties demands that we maintain unqualified (clean) audit opinions on the Department's consolidated financial 
statements as well as achieving unqualified audit opinions on all individual bureau financial statements. Follow- 
ing the intent of the Chief Financial Officers Act, all bureaus have been preparing annual financial statements 
since 1994. As of March 31, 1999, five bureaus had received unqualified audit opinions on their financial 
statements for fiscal year 1998. The Department began preparing a Departmental Accountability Report be- 
ginning in 1996. We are proud that for fiscal year 1998, the Department received its second unqualified audit 
opinion on the Consolidated Financial Statements published in the Department's Accountability Report. 


Investing in Maintenance: The Department is steward to about one sixth of the land mass of the United States 
and manages an extensive infrastructure—which includes buildings, dams, vehicles, equipment, and aircraft. 
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This infrastructure must be maintained to ensure safety for those who visit, live, or work in our Nation's parks, 
refuges, fish hatcheries, and other facilities, as well as for those students who attend Indian schools. 


Thanks especially to Chairman Ralph Regula, funding was obtained for fiscal year 1999 to address many of 
Interior's infrastructure needs and we developed for the first time, a five-year construction and maintenance plan 
in support of the fiscal year 2000 budget for each bureau. Additionally, a Deferred Maintenance Working Group 
developed strategy and guidelines for tracking deferred maintenance and for improving the management of 
maintenance and construction funds; this plan is now being implemented. 


Streamlining Administrative Support: Streamlining administrative support is critical for ensuring that program 
managers are able to focus their efforts on mission goals. Steps are being taken to consolidate three Service 
Centers into one consolidated operation, the National Business Center. This operation should provide support 
to the Department, its bureaus and other customers in the most efficient manner possible. The Department is 
also moving aggressively to consolidate its travel, purchase, and fleet charge card support under a new relation- 


ship with NationsBank. 
Building a Diverse Department 


During the past year Interior developed a strategic plan to improve our workforce diversity. The vision of the 
plan is to establish a Departmental workforce that is reflective of the Nation at all levels and in all occupations; 
a workplace where the quality of work life is valued; and there is an environment open and accepting of indi- 
vidual differences and where all employees are encouraged to maximize their potential and make a commitment 
to provide quality service to customers. Inherent in this five-year plan is the understanding that managing for 
diversity entails a comprehensive process for developing a workplace environment that is productive for all 
employees. Building a truly diverse Department is essential if we are to meet the demands of our mission into 
the next century. We will be measuring progress over the years to come. 


Creating a Quality Workplace 


The quality of the workplace is critical if employees are to perform their tasks and functions effectively and 
efficiently. During 1998 we created a quality of life task force and established a series of projects to improve the 
quality of the workplace in Washington D.C. as a leadership example for the Department. We upgraded our 
family care center for employees to bring children or elders to work in an enjoyable environment; the Main 
Interior Building health room was reopened to provide employees with easy access to health care; the rooftop 
terrace was opened so that employees can enjoy fresh air and the spectacular view of the city during warmer 
weather; the gym was renovated in cooperation with the Interior Department Recreation Association; and we 
modernized the employee snack bar and cafeteria. In addition to these improvements, I have asked all bureau 
and office heads to develop quality of life plans for each office around the country. All employees, regardless of 
their duty station, are entitled to a friendly, safe, and satisfying work environment. 


March 3, 1999, marks the 150th Anniversary of the Department. Throughout the year we will be holding 
events to recognize our outstanding employees, to educate the public about the services we provide, and to 
celebrate our service to the Nation. Although I am very proud of the progress and success presented in this 
report, there is much to be accomplished. The Department will continue to provide sound management of the 
resources under our stewardship, respond positively to the needs and concerns of the public, and demand 
quality results in meeting the challenges before us. 


n Berry 
Chief Financial Officer 
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ABOUT INTERIOR 





The Department of the Interior (Department or Inte- 
rior) is America’s principal conservation agency. The 
Department serves as steward for approximately 429 
million acres of America’s public lands and for the 
natural and cultural resources associated with these 
lands. These assets are valued for their environmental 
resources, recreational and scenic opportunities, cul- 
tural and historical resources, vast open spaces, and 
the resource commodities and revenue they provide 
to the Federal government, states, and counties. Inte- 
rior also supervises mineral leasing and operations on 
more than 564 million acres of mineral estate that 
underlie both Federal and other surface ownerships. 


Since Congress created the Department in 1849, 
Interior’s role has evolved from being a general house- 
keeper for the Federal government to becoming the 
steward for its natural and cultural resources and the 
administrator of its trust responsibilities to American 
Indians and Alaska Natives. 


The mission of the Department of the Interior is to 
protect and provide access to our Nation’s natural and 
cultural heritage and honor our trust responsibilities 
to Tribes. This mission is achieved through hundreds 
of programs and activities carried out principally by 
Interior’s eight bureaus. Interior's bureaus have sepa- 
rate but often related missions, programs, and cus- 
tomers. The Departmental offices provide leadership, 
management, and coordination as well as support ser- 
vices used by all the bureaus to accomplish their work. 


As we reflect on the proud history of this Department, 
we can look ahead to a new era with a new set of chal- 
lenges and opportunities. Interior's strategic plan, pre- 
pared under the Government Performance and Re- 
sults Act (GPRA), provides a foundation for the 
Department as it enters the 21st century. This plan 
provides direction and sets goals for our bureaus, pro- 
grams, and employees. By establishing goals and mea- 


suring performance, we can ensure that all our resources 
are managed wisely and that the American people re- 
ceive a good return on the tremendous endowment 
they have in our federal lands and resources. Fiscal 
year 1999 will be the first year that performance mea- 


Interior's Mission 


"To protect and provide access to our 


Nation's natural and cultural heritage 
and honor our trust responsibilities to 
tribes." 





sures are reported under the Government Performance 


and Results Act. 


Most of the public lands under the purview of Inte- 
rior management were once a part of the 1.8 billion 
acres of public domain lands acquired by the United 
States between 1781 and 1867. Land administered 
by Interior represents about 19 percent of America’s 
land surface and approximately 66 percent of all fed- 
erally owned land. Each of America’s 50 states, the 
U.S. associated Pacific Insular areas, the Virgin Islands, 
and Puerto Rico contain lands administered by the 
Department of the Interior. 


Interior-administered lands include the National Wild- 
life Refuge System, the National Park System, and the 
vast expanses of public land managed by the Bureau 
of Land Management (BLM). The Fish and Wildlife 
Service (Service or FWS) manages lands primarily to 
conserve and protect fish and wildlife and their habi- 
tats. The National Park Service (Park Service or NPS) 
manages 376 parks to conserve, preserve, protect, and 
interpret the Nation’s natural, cultural, and recreational 
resources. The Bureau of Land Management is guided 
by the principles of multiple use and sustained yield 
in managing its public lands. Congress has defined 
multiple-use management of the public lands and their 
various resources used as that which best meets both 
present and future needs of the American people. The 
resources and uses embraced by the multiple-use con- 
cept include energy and mineral resources; natural, 
scenic, scientific, and historical values; outdoor recre- 
ation; range; timber; and wildlife and fish habitat. 


The Department has significant responsibilities related 
to energy and minerals production and use. The Min- 
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erals Management Service (MMS) manages the re- 
sources on the Outer Continental Shelf (OCS) and 
collects and distributes mineral revenues generated 
from Federal and Indian lands to States, Tribes, indi- 
vidual Indian mineral owners (allottees), and the U.S. 
Treasury. The Office of Surface Mining Reclamation 
and Enforcement (OSM) is responsible for ensuring 
that coal mines are operated in a safe and environ- 
mentally sound manner and lands are restored to ben- 
eficial use following mining, and for mitigating the 
effects of past mining through the reclamation of aban- 
doned mine lands. The Bureau of Reclamation (Rec- 
lamation or BOR) is the largest supplier and manager 
of water in the West and the Nation's second largest 
producer of hydroelectric power. 


The U.S. Geological Survey (USGS) supplies the sci- 
entific information needed to make sound natural re- 
source management decisions and to mitigate the ef- 
fects of natural hazards such as volcanoes and 
earthquakes. The USGS is also a primary source of 
data on the quality and quantity of the Nation's water 
resources and is the Federal government’s principal 
civilian mapping agency. 


The Bureau of Indian Affairs (BIA) carries out the Fed- 
eral government’ trust responsibilities to American 
Indian and Alaskan Native tribes. 


Interior's operations are funded primarily by congres- 
sional appropriation of the general funds of the United 
States government. The Department's 1998 budget 
authority was approximately $10.5 billion, of which 
approximately 77 percent was provided through cur- 
rent appropriations. Figure I shows fiscal year 1998 
expenses by category. 


The Department employs over 66,000 employees at 
more than 2,000 sites across the country. Figure 2 
shows Interior employment, measured in full-time 
equivalent (FTE) personnel, for fiscal years 1994 to 
1998. 


Figure 3 summarizes the missions and primary respon- 
sibilities of Interior’s eight bureaus. 


Figure | 


1998 Interior Expenses 
(in billions) 


. 


Natural Resources 59.2% $6.18 






Indian Affairs 22.8% $2.38 






Dept Offices & Other 6.9% $0.72 


Science 11.1% $1.16 


Total - $10.2 billion (does not include inter-segment eliminations) 


Figure 2 
Interior FTE Staffing Levels 


587 





1994 1995 1996 1997 1998 


The remainder of this 1998 Accountability Report 
presents financial, performance, and programmatic 
data to provide a comprehensive picture of how Inte- 
rior uses its financial resources to achieve its mission. 
The sections that follow include: 


¢ Management Discussion and Analysis 


¢ Audited Consolidated Financial Statements and 
Supporting Financial Information 


¢ Stewardship Assets and Investments 


¢ Bureau Highlights 
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Learning about wetlands (photo by U.S. Fish and Wildlife Service). 


BUREAU OF INDIAN 

AFFAIRS 

Mission: To enhance the 

quality of life, to promote 

economic opportunity in 
balance with meeting the 
responsibility to protect and 
improve the trust resources of 

American Indians, Indian 

Tribes and Alaska Natives. 

e Administers federal Indian 
policy for more than 550 
American Indian and 
Alaska Native Tribal 
governments 


BUREAU OF 


RECLAMATION 

Mission: To manage, develop, 

and protect water and related 

resources in an 

environmentally and 

economically sound manner 

in the interest of the American 

public. 

e Largest supplier of water in 
the 17 western States 
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U.S. Department of the Interior 
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responsibilities to Tribes" 


NATIONAL PARK SERVICE 
Mission: To preserve 
unimpaired the natural and 
cultural resources and values 
of the National Park System 
for the enjoyment, education, 
and inspiration of this and 
future generations. The Park 
Service cooperates with 
partners to extend the 
benefits of natural and 
cultural resource 
conservation and outdoor 
recreation throughout this 
country and the world. 

e Manages 376 parks, 
encompassing more than 
83 million acres 

U.S. GEOLOGICAL 

SURVEY 

Mission: To provide the 

Nation with reliable, impartial 

scientific information to 

describe and understand the 
earth. 

e Largest U.S. natural 
science and mapping 
agency contributing to 
public/environmental health 
and safety 


FISH AND WILDLIFE 

SERVICE 

Mission: To conserve, protect 

and enhance fish and wildlife 

and their habitats for the 
continuing benefit of the 

American people. 

e Manages 512 National 
Wildlife Refuges, 
encompassing almost 93 
million acres 


MINERALS MANAGEMENT 
SERVICE 
Mission: To manage the 
mineral resources on the Outer 
Continental Shelf in an 
environmentally sound and 
safe manner and to timely 
collect, verify, and distribute 
mineral revenues from Federal 
lands and Indian lands. 
e Collects over $4 billion 
annually from the mineral 
leasing program 











BUREAU OF LAND 

MANAGEMENT 

Mission: To sustain the health, 

diversity, and productivity of the 

public lands for the use and 
enjoyment of present and future 
generations. 

e Manages 264 million acres 
(1/8 of U.S. land mass) and 
300 million additional acres of 
subsurface mineral estate 


OFFICE OF SURFACE MINING 
Mission: To carry out the 
requirements of the Surface 
Mining Control and Reclamation 
Act in cooperation with States 
and Tribes. 
e Regulates coal mining to 
protect the environment 
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Departmental Goals 


As steward of America’s natural and cultural resources, 
the Department of Interior has five general goals: 


¢ Goal 1 - Protect the Environment and Preserve 
Our Nation’s Natural and Cultural Resources. 


¢ Goal 2 - Provide Recreation for America. 


* Goal 3 - Manage Natural Resources for a Healthy 
Environment and a Strong Economy. 


* Goal 4 - Provide Science for a Changing World. 


* Goal 5 - Meet Our Responsibilities to American 


Indians. 


Collectively, these five primary goals unify the diverse 
missions of the Department. They provide the strate- 
gic direction for managing and investing taxpayer re- 
sources to protect and preserve our natural and cul- 
tural heritage for future generations. 


This section of the report discusses the five general 
Department goals as well as some of the strategies, 
bureau mission goals, performance goals, and perfor- 
mance measures that support the individual general 
goals. The listing of bureau goals and measures that 
follows is a representative sample of the many diverse 
goals and measures established by the eight Interior 
bureaus. 


General Goal | - Protect the 
Environment and Preserve Our 
Nation’s Natural and Cultural 
Resources 


Because people and the environment are interdepen- 
dent, the Department of the Interior ensures that our 
lands, waters, and other resources remain healthy. 
Resource-dependent communities can only be sus- 
tained by lands in a healthy condition. As we have 


learned more about the factors that affect the land, 
Interior has made significant strides in developing and 
applying sustainable management practices. 


The Department is committed to protecting and im- 
proving the value of national parks, wildlife refuges, 
wilderness areas, and our cultural heritage. Federal 
lands contain exceptional geological formations, rare 
and vulnerable plant and animal communities, wil- 
derness areas, wild and scenic rivers, and numerous 
historical, paleontological, and archaeological sites. 
These resources are scientifically, educationally, and 
historically important and represent a significant part 
of our Nation’s national and cultural heritage. 


Interior is committed to making decisions based on 
sound scientific and technical understanding. The 
Department continues to: 


¢ Implement ecosystem-based standards and guide- 
lines for healthy lands, placing particular empha- 
sis on restoring and protecting streams, riparian 
areas, wetlands, and abandoned mine lands; 


¢ Focus on protecting resources threatened by non- 
native invasive species; 


¢ Use wildland fire as a management tool; 


* Manage fishery resources and aquatic ecosystems, 
with priority attention to preserving native and 


wild fish populations; 


¢ Promote recreational fisheries stewardship by fos- 
tering partnerships for better aquatic resources 
conservation; 


¢ Work in partnership with other Federal agencies, 
States, and the private sector to prevent contami- 
nation of quality habitat, clean up contaminated 
water bodies, and restore fish, wildlife, and their 
habitat; and 
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¢ Work with States, Tribes, and local communities 
to reclaim abandoned mine sites by abating haz- 
ards, reducing and mitigating adverse effects from 
past mining, and restoring adversely affected lands 
and waters to beneficial use. 


The Department applies the following strategies to 
achieve the goal of protecting the environment and 
preserving our Nation’s natural and cultural resources: 


¢ Uses a watershed or ecosystem approach to land 
management. 


¢ Involves partners and stakeholders in our 
decisionmaking process. 


¢ Restores degraded lands to healthy condition. 


¢ Uses scientific research to support informed 
decisionmaking. 


¢ Develops comprehensive data sets, including data 
standards and inventory monitoring, as key com- 
ponents of a science-based approach to manage- 
ment. 


e Stabilizes/improves the condition of threatened 
and endangered species by using multispecies 
approaches to management. 


¢ Develops habitat conservation plans to protect 
threatened and endangered species. 


¢ Incorporates natural processes, such as fire and 
floods, into our overall management approach. 


e Addresses the problem of invasive species as a threat 


to land health. 


¢ Preserves Indian culture by teaching Indian lan- 
guage and history. 


Performance Goals and Measures 
In support of these strategies, Interior bureaus have 


established the following specific bureau mission goals, 
performance goals, and performance measures: 


Bureau of Land Management Mission Goal: Restore 
and maintain the health of the land. 


BLM Performance Goal: By 1999, 250,000 acres of 


vegetation communities are improved through the use of 
wildland and prescribed fire and other land treatment 
tools. 


BLM Performance Measure: Acres of vegetation com- 
munities improved (Figure 4). 


Figure 4 


Acres of Vegetation Communities Improved 








ISS 1998 


Planned 1999 


National Park Service Mission Goal: Preserve park re- 
sources. 


NPS Performance Goal: By 1999, 47.7 percent of the 
historic structures on the 1998 List of Classified Structures 
(LCS) are in good condition. 


NPS Performance Measure: Percentage of LCS struc- 
tures in good condition (Figure 5). 
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Figure 5 


Percentage of LCS 
Structures in Good Condition 





Planned 1999 


1997 1998 


Office of Surface Mining Mission Goal: The Surface 
Mining Program will repair, reclaim and restore as much 
land and water as possible that was degraded by past min- 
ing, in order to provide America with cleaner and safer 
land and water and to provide employment and economic 
opportunities in depressed coal regions. 


OSM Performance Goal: By 1999, the Surface Mining 
Program will reclaim approximately 7,400 acres. 


OSM Performance Measure: Number of acres reclaimed 
(Figure 6). 


Figure 6 


Number of Acres Reclaimed 





1997 1998 


Planned 1999 


Fish and Wildlife Service Mission Goal: An ecologically 

diverse network of lands and waters—of various owner- 

ships—ais conserved in cooperation with others to provide 
habitats for migratory birds, imperiled species, 

interjurisdictional fish, marine mammals, and species of 
international concern associated with these ecosystems. 


FWS Performance Goal: By 1999, meet the identified 
habitat needs of the Service lands by ensuring that 
93,567,296 acres are protected, of which 3,303,341 will 


be enhanced or restored. 


FWS Performance Measure: Acres protected and en- 
hanced/restored (Figure 7). 


Figure 7 


Acres Protected and Acres 
Enhanced or Restored 
(in millions) 





Planned 1999 


I 1998 


7 Acres Protected 
fq Acres Enhanced or Restored 


Bureau of Reclamation Mission Goal: Manage, develop, 
and protect water and related resources. 


BOR Performance Goal: Manage water resources by op- 
erating Reclamation facilities to deliver or release the 
amount of water contracted for, subject to natural water 
supply and other physical and legal constraints. 


BOR Performance Measure: Actual acre-feet of water 
delivered under all contracts (Figure 8). 
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Figure 8 


Actual Acre-Feet of Water Delivered 
Under All Contracts 
(in millions) 






available 


1997 1998 


Planned 1999 


Bureau of Indian Affairs Mission Goal: Provide quality 
educational opportunities from early childhood through- 
out life to address Tribal needs for cultural and economic 
well-being, while also respecting the wide diversity of Tribes 
and Alaska Native villages as distinct cultural and gov- 
ernmental entities. 


BIA Performance Goal: By 1999, increase the percent- 
age of schools providing native language programs to 84 
percent. 


BIA Performance Measure: Percentage of schools provid- 
ing native language programs (Figure 9). 


Figure 9 


Percent of Schools Providing 
Native Language Programs 





1997 1998 


Planned 1999 


General Goal 2 - Provide Recreation 
for America 


The Department of the Interior provides recreation 
opportunities on Federal lands. It also provides lead- 
ership and coordination and serves as a catalyst for 
recreation efforts by State and local government 
and the private sector. 


Federal lands provide outstanding recreational oppor- 
tunities, including hunting, fishing, camping, hiking, 
boating, driving off-highway vehicles, mountain bik- 
ing, and birding. Interior continues to promote and 
provide those recreational opportunities consistent 
with other land uses and with maintaining the health 


of the land. 


Interior-managed lands support tremendous recre- 
ational use. In 1998, the National Park System had 
more than 284 million visits, the Bureau of Land 
Management (BLM) public lands about 61 million 
visits, and the National Wildlife Refuge System about 
30 million visits. Bureau of Reclamation projects cre- 
ate water-based recreation opportunities for about 80 
million visitors annually. The total economic impact 
of recreation activities on Interior lands exceeds $28 
billion. These recreation activities generate more than 


400,000 jobs. 


Interior is committed to providing access to public 
lands and enhancing opportunities for everyone to 
enjoy the benefits of our Nation's heritage. Adequate 
funding of the national parks, wildlife refuges, and 
other public lands will continue to be a high priority. 
Increased entrance fees at many of the larger “destina- 
tion” parks and recreation areas may begin to address 
the funding and infrastructure problems that persist. 


The Department employs the following strategies to 
achieve the goal of providing recreation for America: 


¢ Knows and understands visitor needs and expec- 
tations and manages accordingly. Conducts con- 
sistent customer surveys throughout the Depart- 
ment to obtain a broad base of visitor informa- 
tion. 


¢ Offers “one-stop shopping” for recreational infor- 
mation and services through the interagency Fed- 
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eral recreation web site, recreation.gov. Offers a 
single point of contact for campground reserva- 
tions at Federal sites. 


¢ Redistributes recreational pressure from over- 
crowded, highly stressed areas to areas with avail- 
able capacity, including comparable areas man- 
aged by State and local governments and private 
organizations. 


¢ Protects resources for others to enjoy by educat- 
ing recreational visitors to understand the value of 
the land and its uses. Promotes user ethics through 
quality educational experiences that help people 
understand the value of the land and its resources 
and their responsibility to protect it. 


¢ Supplements appropriated dollars through in- 
creased revenues and cost recovery for services. 
Continues to implement and expand the Recre- 
ation Fee Demonstration Project. 


¢ Expands the use of volunteers. Actively enrolls 
groups and associations. 


¢ Increases concession revenue. Expands concession 
opportunities while ensuring that the returns the 
Federal government receives reflect fair market 
value. 


¢ Establishes partnerships and collaborative efforts 
to encourage protection of “areas of national sig- 
nificance” such as national trails, wild and scenic 
rivers, wilderness areas, and heritage areas that cross 
jurisdictional lines. 


¢ Helps States, Tribes, territories, and non-profit 
groups promote recreation. Provides recreation 
management training and technical assistance, as 
needed, to States, Tribes, and localities. 


¢ Provides grants to States, Tribes, and localities for 
recreation acquisition and development. 


Performance Goals and Measures 
In support of these strategies, Interior bureaus have 


established the following specific bureau mission goals, 
performance goals, and performance measures: 


Departmental Goals 


National Park Service Mission Goal: Provide for visitor 
enjoyment. 


NPS Performance Goal: By 1999, 95 percent of park 
visitors are satisfied with appropriate park facilities, ser- 
vices, and recreational opportunities. 


NPS Performance Measure: Percentage of visitors rating 
experience as good or very good (Figure 10). 


Figure 10 


Percentage of Visitors Rating 
Experience as Good or Very Good 


See 
note 
below 





1997 1998 


Planned 1999 


Beginning in 1998, the NPS adopted the Visitor Survey Card as a means for 
assessing visitor satisfaction at all of its parks. The 1998 results have 
been adopted as the new baseline. In 1997, a different methodology for 
assessing visitor satisfaction was used. The 1997 survey reflected a 
visitor satisfaction rate of 77 percent. 


Fish and Wildlife Service Mission Goal: Increase public 
use of Service lands. 


FWS Performance Goal: By 1999, interpretive, educa- 
tional, and recreational visits to National Wildlife Ref- 
uges and National Fish Hatcheries have increased 2 per- 
cent over the previous year. 


FWS Performance Measure: Percent increase in inter- 
pretive, educational, and recreational visits (Figure 11). 
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Figure I | 


Interpretive, Educational, 
and Recreational Visits 
(in millions) 





1997 1998 Planned 1999 


Bureau of Land Management Mission Goal: Provide 
opportunities for environmentally responsible recreation. 


BLM Performance Goal: By 1999, 80 percent of users 
are satisfied with the condition of BLM recreation areas. 


BLM Performance Measure: User satisfaction with the 
condition of BLM recreation areas (Figure 12). 


Figure I2 


Percent of Users Satisfied With the Condition 
of BLM Recreation Areas 





1997 1998 


Planned 1999 


The BLM conducts recreation satisfaction surveys every other year, 
so only 1997 and 1999 data are shown above. 


Goal 3 - Manage Natural Resources for 
a Healthy Environment and a Strong 
Economy 


The Department of the Interior manages a wide vari- 
ety of natural resources for commercial activities when 
development can be undertaken in an environmen- 
tally responsible manner. These resources, including 
energy and non-energy minerals, water, timber, graz- 
ing land, and hydroelectric power, contribute substan- 
tially to virtually all sectors of the economy. 


In 1998, the public lands administered by the Bu- 
reau of Land Management produced 31 percent of 
the Nation’s coal, 11 percent of its natural gas, and 5 
percent of its oil. These lands also produce a large por- 
tion of the Nation’s commercial minerals and metals, 
including stone for highways, potash for fertilizers, 
gold, and silver. Of the total of $1.3 billion in annual 
revenues derived from BLM-managed lands, energy 
and minerals generated more than $1.2 billion from 
mineral royalties, rents, bonuses, sales, and fees. En- 
ergy and minerals also generated 99 percent of the 
total $11.8 billion of production value from BLM- 
managed public lands. The total direct and indirect 
economic output impact of the mineral production 
value amounted to $25.5 billion out of the $26.3 bil- 
lion total in commercial activities on public lands ad- 
ministered by the Bureau. 


The Fish and Wildlife Service manages 64 fish hatch- 
eries that produce 160 million fish. This provides $5 


billion in total economic benefit annually. 


The Bureau of Reclamation is the largest supplier and 
manager of water in the 17 western States, delivering 
water to 31 million people for agricultural, munici- 
pal, industrial, and domestic uses. Reclamation is the 
Nation’s second largest producer of hydroelectric 
power, generating nearly $1 billion in annual power 
revenues. Its multipurpose projects also provide sub- 
stantial flood control, recreation, and fish and wildlife 
benefits. Over the past 95 years, Reclamation has de- 
veloped safe and dependable water supplies and hy- 
droelectric power to foster settlement and economic 
growth in the West. In recent years, Reclamation has 
moved from development to management of these 
important resources. In cooperation with State, tribal, 
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local, and other entities, Reclamation encourages de- 
velopment of solutions for water supply problems that 
are consensus based, cost effective, and environmen- 
tally sound. 


The Minerals Management Service manages the 
Nation’s natural gas, oil, and other mineral resources 
on more than 1.5 billion acres of the Outer Conti- 
nental Shelf (OCS), and collects, accounts for, and 
disburses revenues from offshore Federal mineral leases 
as well as from onshore mineral leases on Federal and 
Indian lands. In 1998, the OCS supplied over 27 per- 
cent of the natural gas and more than 20 percent of 
the oil produced in the United States. Since 1982, 
more than $98 billion in revenues from mineral ac- 
tivities on Federal lands has been distributed by the 
MMS to the U.S. Treasury, States, Indian tribes, and 


Indian allottees. 


The goods, services, and revenues produced on Fed- 
eral lands are economically significant to the Nation 
and to many local communities, particularly in the 
western and Gulf Coast States. Interior is committed 
to making these resources available for appropriate 
commercial uses while protecting the environment and 
receiving a fair return for the American taxpayer. 


The Department employs the following strategies to 
achieve the goal of managing natural resources for a 
healthy environment and a strong economy: 


¢ Improves procedures for maintaining the long-term 
health and productivity of renewable resources and 
conserving non-renewable resources. 


¢ Ensures that the public receives a fair return for 
the use of publicly owned resources. 


¢ Expands the use of incentives and other outcome- 
based approaches to allocating resources and re- 
ducing regulatory cost-burdens. 


¢ Develops interagency and intergovernmental ap- 
proaches to improving customer service and more 
effectively sharing limited agency resources. 


¢ Engages customers and stakeholders more effec- 
tively in consensus-building processes. 
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¢ Develops new technologies to support manage- 
ment objectives. 


Performance Goals and Measures 


In support of these strategies, Interior bureaus have 
established the following specific bureau mission goals, 
performance goals, and performance measures. 


Bureau of Land Management Mission Goal: Manage 


commercial activities to achieve and maintain public land 


health standards. 


BLM Performance Goal: By 1999, 100 percent of Na- 
tional Environmental Policy Act (NEPA) documents for 


new commercial authorizations address achievement of 


land health standards, where standards have been adopted. 


BLM Performance Measure: Percent of NEPA documents 
addressing land health standards (Figure 13). 


Figure 13 


Percent of NEPA Documents Addressing Land 
Health Standards 





1997 


1998 Planned 1999 
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Minerals Management Service Mission Goal: Provide 
for safe and environmentally sound mineral development 
on the Outer Continental Shelf and ensure that the public 
receives fair value. 


MMS Performance Goal: By 1999, increase Outer Con- 
tinental Shelf production to 554 million barrels of oil, no 
less than 4.9 trillion cubic feet of gas, no less than 2.1 
million long tons of sulfur, and 25.4 million cubic yards 
of sand and gravel. 


MMS Performance Measures: Barrels of oil (millions), 
cubic feet of gas (trillions), sulfur (million long tons), and 
cubic yards of sand and gravel (millions) produced 
(Figure 14). 


Figure |4 


Oil 453 485 
Gas Sy Bs 1 





Planned 1999 
554 











Sulfur 
Sand and gravel 











Bureau of Reclamation Mission Goal: Increase water 


availability, 


BOR Performance Goal: By 1999, increase the efficient 
use of water supplies associated with Federal water projects 
by assisting up to 201 districts, through the Water Conser- 
vation Field Services Program, and other regional or area 
office programs, to develop, submit, and implement effec- 
tive water conservation plans. 


BOR Performance Measure: Number of districts receiv- 
ing Reclamation assistance in developing and/or imple- 
menting water conservation measures. Data for this mea- 


sure will be collected beginning in 1999. 
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Goal 4 - Provide Science for a Changing 
World 


As a Nation, we face serious questions concerning the 
environment. How can we ensure an adequate supply 
of critical water, energy, and mineral and biological 
resources in the future? Are we irreversibly altering 
our natural environment when we use these resources? 
How has the global environment changed over geo- 
logic time, and what can the past tell us about the 
future? How can we predict, prevent, and mitigate 
the effects of natural hazards? Collecting, analyzing, 
and disseminating the scientific information needed 
to answer these questions, as well as providing the 
other critical scientific support for resource manage- 
ment decisions are major responsibilities of the De- 
partment. 


The U.S. Geological Survey is the Nation’s primary 
provider of natural science information related to natu- 
ral hazards, certain aspects of the environment, and 
mineral, energy, water, and biological resources. USGS 
is the Federal government's principal domestic map- 
making agency. USGS scientific research contributes 
to improving the health and welfare of the American 
people, as well as helping to resolve the Nation’s envi- 
ronmental issues and formulate sound Federal land 
management and natural resource policies. 


Since 1879, the USGS has been responsible for classi- 
fication of the public lands and the examination of 
the geological structure, mineral resources, and prod- 
ucts of the national domain. With the incorporation 
of the former National Biological Service in 1996, the 
USGS has also become a major partner in enhancing 
the Nation’s understanding of the conditions and 
trends of biological resources and the ecological fac- 
tors affecting them. 


The Department employs the following strategies to 
achieve the goal of providing science for a changing 
world: 


¢ Participates in interagency and intergovernmen- 
tal programs to assess, document, and monitor 
ecological and socioeconomic conditions and 
trends, including development and implementa- 
tion of information-needs assessment procedures. 
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¢ Ensures that its scientific research program focuses 
on understanding, assessing, and monitoring eco- 
systems to provide scientific understanding and 
technologies needed to support sound land and 
resource management; pilots a Departmentwide 
process to assess the status of current science sup- 
port; identifies gaps and cross-bureau applications; 
formulates priorities for USGS research in sup- 
port of land management needs; and obtains land 
management bureau input for defining GPRA 
metrics and science outcomes. 


¢ Provides scientific information and technical as- 
sistance in understanding the interaction of natu- 
ral and human systems, protecting the environ- 
ment, mitigating the impacts of natural hazards, 
controlling wildlife diseases, assessing water, en- 
ergy and mineral resources, and ensuring the pres- 
ervation, conservation, and sustainable use of natu- 
ral resources and the restoration of habitats. 


¢ Develops technology to increase efficiency and ex- 
pand collection and management of natural sci- 
ence data, as well as establishing and maintaining 
national earth and biological science databases for 
use by Federal, State, local land management and 
regulatory agencies, and the public. 


Performance Goals and Measures 


In support of these strategies, the USGS has estab- 
lished the following specific bureau mission goals, per- 
formance goals, and performance measures. 


U.S. Geological Survey Mission Goal: Provide science 

for a changing world in response to present and antici- 
pated needs, focusing efforts to predict and monitor haz- 
ardous events in near-real and real-time and to conduct 
risk assessments to mitigate loss. 


USGS Performance Goal: By 1999, increase the num- 
ber of sites having streamgages with real-time capability 


by 100 and the number of improved earthquake sensors 
by 20. 


USGS Performance Measures: Number of real-time 
streamgages and number of real-time earthquake sensors 


(Figure 15). 


ie 


Figure 15 


Number of Real-time Streamgages and 
Earthquake Sensors 
(cumulative) 





Planned 1999 





Streamgages Be Earthquake Sensors 


U.S. Geological Survey Mission Goal: Provide science 

for a changing world in response to present and antici- 
pated needs to expand our understanding of environmen- 
tal and natural resource issues on regional, national, and 
global scales and to enhance predictive/forecast modeling 
capabilities. 


USGS Performance Goal: By 1999, maintain 38 long- 
term data collection/data management efforts and sup- 
port 2 large data infrastructures managed in partnership 
with others; deliver 840 new systematic analyses and in- 
vestigations to our customers; improve and develop 4 new 
decision-support systems and predictive tools for 
decisionmaking; and collaborate with university partners 
to understand natural systems and facilitate sound man- 
agement practices through 272 external grants and con- 
tracts. 


USGS Performance Measure: Number of data collec- 
tion efforts, data infrastructures, systematic analyses, deci- 
sion support systems, and grants/contracts (Figure 16). 


























Figure 16 
[ Performance Measure 1997 | 1998 | 1999 

Long-term data collection and data 
management efforts maintained and improved 32 38 38 
Large data infrastructures supported 2 2 2 
New systematic analyses and investigations 
delivered to customers n/a 865 840 
Decision support systems or predictive models 
developed or improved and delivered to 
customers n/a 5 4 
University-based partnerships for natural 
systems analysis 235 270 272 
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Goal 5 - Meet Our Responsibilities to 
American Indians 


Today there are more than 550 federally recognized 
American Indian and Alaska Native tribal governments 
in the United States. Each possesses inherent govern- 
mental authority deriving from its original sovereignty, 
a long-recognized principle of U.S. Constitutional law. 
The Federal Indian trust responsibility is a legal duty 
on the part of the United States to protect Indian land 
and resources, fulfill treaty obligations, and carry out 
the mandates of Federal law for the benefit of Ameri- 
can Indian and Native Alaskan tribal members. 


Under the self-determination and self-governance poli- 
cies, Tribes are increasingly assuming day-to-day man- 
agement responsibilities over programs operated by 
the BIA. Achievement of self-determination demands 
a Federal commitment that invests sufficient resources 
over the long term to assist tribes in developing self- 
government, an economic base, and social and educa- 
tional institutions while preserving the tribal culture. 
In 1998, tribal governments received more than $1.1 
billion through contracts, grants, and compacts for 
operating programs and construction projects. 


The Bureau of Indian Affairs is the primary agency of 
the Federal government charged with the responsibil- 
ity for administering Federal Indian policy and dis- 
charging the Federal trust responsibility for American 
Indian Tribes, Alaska Native villages, and tribal orga- 
nizations. The BIA provides services directly, or through 
agreements with Tribes, to more than 1.2 million 
American Indians and Alaska Natives in 31 States. The 
extensive scope of BIA programs covers virtually the 
entire range of State and local government services, 
including: 


e elementary, secondary, and post-secondary 
education; 

¢ social services; 

e law enforcement; 

¢ judicial courts; 

e business loans; 

¢ land and heirship records; 

¢ tribal government support; 

¢ forestry, agriculture, and rangeland development; 


- water resources; 
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¢ fish, wildlife, and parks; 

° roads and housing; 

¢ adult and juvenile detention facilities; and 
* irrigation and power systems. 


BIA programs are funded and operated in a highly 
decentralized manner. More than 90 percent of all 
appropriations now are expended at the local level, 
increasingly by Tribes and tribal organizations operat- 
ing under contracts or self-governance compacts. In 
addition, the BIA administers more than 43 million 
acres of tribally owned land, more than 11 million 
acres of individually owned land held in trust status, 


and 443,000 acres of federally owned land. 


In 1996, the Office of the Special Trustee was estab- 
lished to make the Department more effective in car- 
rying out its Federal Indian trust responsibility. This 
office assists Interior offices and bureaus in actions or 
proposals related to American Indian trust resources 
and supports the Secretary’s trust responsibilities and 
implementation of Indian trust protection policies and 
procedures. In 1997, a comprehensive strategic plan 
to reform the trust fund management system was sub- 
mitted for congressional approval. 


Interior also provides energy and minerals-related ser- 
vices to Tribes. The Bureau of Land Management is 
responsible for mineral leasing on tribal lands. The 
Minerals Management Service collects and distributes 
mineral revenues to Tribes and allottees. 


The Department employs the following strategies to 
achieve the goal of meeting our responsibilities to 
American Indians: 


¢ Strengthens the trust relationship with Indian 
tribes, enhancing self-determination, encouraging 
self-governance, and supporting tribal efforts to 
improve economic opportunities for Native Ameri- 
cans. 


¢ Facilitates the transition of Indian programs and 
services from Federal to tribal delivery systems by 
implementing self-determination and self-gover- 
nance policies. 
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* Consults on a government-to-government basis 
with tribal officials to ensure that the Department 
is an effective and responsive trustee. 


¢ Supports policies that favor the principles of 
negotiation and mutual cooperation within the 
context of the government-to-government relation- 


ship. 


¢ Facilitates coordination of the Federal role in In- 
dian affairs to help interdepartmental initiatives 
increase the quality of life in tribal communities 
as much as possible. 


¢ Fosters increased tribal and parental direction of 
Indian education and continues to facilitate in- 
creased overall quality of education for Indian chil- 
dren. 


¢ Supports private and public partnership initiatives 
to enhance tribal economic growth and opportu- 
nity. 


¢ Reduces barriers and impediments to contracting 
and/or compacting of BIA programs. 


¢ Provides the support necessary to improve the eco- 
nomic status of Tribes through improved human 
capital and the promotion of self-sustaining busi- 
nesses. 


¢ Improves public safety in Indian communities 
through improved law enforcement services that 
reduce crime rates. 


¢ Develops conservation and management plans to 
protect and preserve the natural resources on 
tribal lands. 


Performance Goals and Measures 


In support of these strategies, BIA has established the 
following specific mission goals, performance goals, 
and performance measures. 


Bureau of Indian Affairs Mission Goal: Provide Tribes 
with the resources they need to foster strong and stable tribal 
governments and exercise their authority as sovereign na- 
tions. 
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BIA Performance Goal: By 1999, increase the level of 
base funding obligations under contract or compacts to 


56.5 percent. 


BIA Performance Measure: Percentage of base funding 
obligations under contract or compacts (Figure 17). 


Figure 17 


Level of Base Funding Obligations 
Under Contract or Compacts 





1997 1998 


Planned 1999 


Bureau of Indian Affairs Mission Goal: Provide quality 
investigative and police services and technical expertise to 


Tribes. 


BIA Performance Goal: By 1999, reduce the Indian coun- 
try crime rate to 33 percent by focusing on core law en- 
forcement issues. 


BIA Performance Measure: Crime rate percentage in 
Indian country (Figure 18). 
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Figure 18 


Crime Rate Percentage in Indian Country 







Data 
not 
available 
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Bureau of Indian Affairs Mission Goal: Provide quality 
educational opportunities from early childhood through- 
out life to address tribal needs for cultural and economic 
well-being, while also respecting the wide diversity of Tribes 
and Alaska Native villages as distinct cultural and gov- 
ernmental entities. 


BIA Performance Goal: By 1999, increase student at- 
tendance to 93 percent. 


BIA Performance Measure: Percentage of national stu- 
dent attendance (Figure 19). 


Figure 19 
Percentage of Student Attendance 





1997 1998 Planned 1999 


15 


Fiscal Year 1998 Interior Accountability Report 








Fiscal Year 1998 Interior Accountability Report 


Partnerships and 
Collaborative Efforts 


Many of Interior’s programs are carried out through 
partnerships and agreements with other organizations, 
such as State, local, and tribal governments; other Fed- 
eral agencies; and nonprofit organizations. For example, 
large-scale land management initiatives, such as the 
Pacific Northwest Forest Plan, the Wildland Fire Man- 
agement Program, the South Florida Ecosystem Res- 
toration effort, and the Natural Resource Damage As- 
sessment and Restoration Program, involve many gov- 
ernmental and nongovernmental partners. The 
Department's success in achieving goals in these joint 
initiatives depends on continued support and com- 
mitment from its partners. 


Pacific Northwest Forest Plan 


Federal management of old-growth forests in the Pa- 
cific Northwest became increasingly controversial 
throughout the 1980s and early 1990s. By 1994, there 
were over a dozen lawsuits and three court injunc- 
tions involving the harvesting of old-growth timber 
and protection of the northern spotted owl and 
marbled murrelet under the Endangered Species Act. 


To resolve this legal impasse, the Administration re- 
leased the “Forest Plan for a Sustainable Economy and a 
Sustainable Environment’ in 1993. A final Supplemen- 
tal Environmental Impact Statement and Record of 
Decision was issued in 1994 to implement the rec- 
ommendations of the forest plan. The management 
direction includes extensive standards and guidelines 
to implement a comprehensive ecosystem management 
approach. The Forest Plan has allowed for sustainable 
timber production on Federal lands while fully pro- 
tecting critical wildlife, fish species, and habitat on 
Federal, State, local, and private lands. To implement 
this plan, the Bureau of Land Management and the 
Forest Service, along with other Federal agencies, have 
developed a common management approach to the 
lands they administer throughout the entire ecologi- 
cal region. The other Federal agencies involved in 
implementing the Forest Plan include the Environ- 
mental Protection Agency, the Fish and Wildlife Ser- 
vice, the U.S. Geological Survey, the Bureau of Indian 
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The forests of northern California, Oregon, and Washington provide 
clean water, pure air, and a home for plant and animal species, as 
well as a wide range of important economic resources including 
timber, fisheries, recreation, and tourism (photo by Department of 
Interior). 


Affairs, the National Park Service, and the National 
Marine Fisheries Service. 


The Forest Plan provides an innovative approach to 
environmental protection based on protecting key wa- 
tersheds and valuable old-growth forests. The conser- 
vation measures included in this strategy are based 
upon the best available science and attempt to antici- 
pate future environmental problems, avoiding the se- 
vere economic dislocation and legal gridlock that oc- 
cur when environmental problems are ignored. The 
plan also provides for a comprehensive system of old- 
growth preserves that includes the most valuable old- 
growth forests and designated conservation areas to 
protect specific species. A workable balance has been 
achieved between timber production and habitat con- 
servation, with Federal agencies working in partner- 
ship with State, local, and private landowners. 


The activities in the Northwest Forest Plan directly 
support two of the Departmental Goals: 


Protect the environment and preserve our Nation’s 
natural and cultural resources. 


Manage natural resources for a healthy environ- 
ment and a strong economy. 


The agencies involved are committed to preserving 
species and their habitats through Habitat Conserva- 
tion Plans, coastal salmon habitat restoration projects, 
watershed analysis, and implementation of riparian 
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reserves, while still allowing for sustainable timber har- 
vests and promotion of jobs in the local communities. 


The Department measures results by tracking progress 
toward the long-term goal of restoring late successional 
and old-growth forests, and also supports implemen- 
tation of the Aquatic Conservation Strategy (riparian 
reserves, key watersheds, watershed analysis, and wa- 
tershed restoration) to maintain and restore the pro- 
ductivity and resiliency of riparian and aquatic eco- 
systems in the Forest Plan planning area. Completion 
of Habitat Conservation Plans related to the Forest 
Plan will provide additional dispersal for birds and 
mammals while at the same time protecting riparian 
zones for anadromous fisheries. 


The offering of timber for sale helps provide for a sus- 
tainable regional timber economy. Reducing the num- 
ber of days to process timber sales reduces disruptions 
in production in the region. The Department mea- 
sures results by tracking progress in achieving the long- 
term goal of supporting people and communities dur- 
ing economic transition by providing jobs and train- 
ing for long-term employment. The BLM will shift 
the emphasis of the Jobs In The Woods program from 
forest ecosystem work to coastal salmon habitat resto- 
ration to support the Oregon Governor's Coastal 
Salmon Initiative and other anadromous fisheries ef- 
forts. 


Performance Goals and Measures 


The principal performance measures of the Northwest 
Forest Plan are as follows: 


Pacific Northwest Forest Plan Goal 1: Maintain and 
begin restoring remaining late-successional and old-growth 
forest, water quality, and fish and wildlife habitat in the 
Forest Plan planning area. Through the FWS, imple- 
ment voluntary Habitat Conservation Plans with major 
non-federal land owners to allow economic development 
and habitat protection on 7.5 million acres. 


Pacific Northwest Forest Plan Performance Measure 
1: Number of acres of Oregon and California lands re- 
stored (Figure 20). 
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Figure 20 
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Lands Restored 
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Pacific Northwest Forest Plan Goal 2: Offer 213.5 mil- 
lion board feet (mmbf) of timber sale annually from 
BLM-managed lands in western Oregon (21 1mmbf) and 
northern California (2.5 mmbf). 


Pacific Northwest Forest Plan Performance Measure 
2: Number of million board feet of timber offered for sale 
by BLM (Figure 21). 


Figure 21 
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Wildland Fire Management Program 


The Bureau of Land Management, the National Park 
Service, the Fish and Wildlife Service, and the Bureau 
of Indian Affairs conduct fire management activities 
as part of their land management missions. Histori- 
cally, these efforts focused on suppression of wildfires. 
Over the past several decades, a better understanding 
of the critical role that fire plays in shaping and main- 
taining healthy ecosystems has been incorporated into 
agency fire management practices. The 1995 Federal 
Wildland Fire Policy and Program Review emphasized 
the need to incorporate fire into managing ecosystems. 
In 1996 the Secretaries of the Interior and Agricul- 
ture jointly endorsed the principles, policies, and rec- 
ommendations of the resulting report and directed 
the agencies to implement the report’s recommenda- 
tions. The new fire management policy moves the two 
Departments beyond their traditional role of fire sup- 
pression toward an approach that integrates fire into 
managing lands and resources in an ongoing and sys- 
tematic manner. 


The role of the bureaus within the Department’s Wild- 
land Fire Management program is to integrate fire into 
land and resource management planning and activi- 
ties; protect Federal and trust lands and resources and 
the public welfare from destructive fire; and use fire to 
maintain and restore healthy and sustainable ecosys- 
tems. [he Department's oversight role facilitates com- 
mon policy interpretations among the bureaus and 
complementary planning and management strategies 
across administrative boundaries. 


The Wildland Fire Management initiative contributes 
primarily to two Departmental goals: 


¢ Protect the environment and preserve our Nation’s 
natural and cultural resources. 


¢ Manage natural resources for a healthy environ- 
ment and a strong economy. 


The Wildland Fire Management Program’s first prior- 
ity is to protect life, property, and natural/cultural 
resources from adverse fire effects. The program is also 
charged with using fire as a tool to reintroduce fire 
into its natural role in ecosystems that are fire depen- 
dent but have had fire excluded in recent years. 
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Performance Goal and Measure 


The principal performance measure of this program is 
as follows: 


Wildland Fire Management Goal: The number of acres 
of fuels management treatments will increase an annual 
average of 10 to 20 percent over four years (1998-2001), 
given adequate funding and suitable weather conditions. 


Wildland Fire Management Performance Measure: 
Number of acres treated with fire (Figure 22). 


Figure 22 
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South Florida Ecosystem Restoration 


One of the Nation’s most significant environmental 
initiatives is the restoration of the Everglades and the 
South Florida ecosystem. This vast region, which is 
home to more than six million Americans, seven of 
the ten fastest growing cities in the country, a huge 
tourism industry, and a large agricultural economy, 
also encompasses one of the world’s unique environ- 
mental resources. Over the past 100 years, man-made 
changes to the region’s water flow have provided im- 
portant economic benefits to the region, but have also 
had adverse effects on the environment. Biological in- 
dicators of native flora and fauna have shown severe 


damage throughout South Florida. 


To address this problem, the Departments of the In- 
terior, Agriculture, Commerce, Army, and Justice and 
the Environmental Protection Agency signed an in- 
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teragency agreement in September 1993 creating the 
South Florida Ecosystem Restoration Task Force. The 
group is working to integrate Federal plans, policies, 
and programs in the Everglades ecosystem. In May 
1995, the task force was expanded to include the 
Florida Lieutenant Governor and the Chairmen of the 
Seminole and Miccosukee Tribes. In October 1996, 
the President signed the Water Resources Develop- 
ment Act (Public Law 104-303), which included pro- 
visions to expand the membership and scope of duties 
of the task force and designated the Secretary of the 
Interior as the group’s chairperson. The mission of the 
task force is to restore, preserve, and protect the South 
Florida ecosystem while maintaining a sustainable 
South Florida economy. 


The South Florida Ecosystem Restoration initiative 
contributes primarily to two Departmental goals: 


¢ Protect the environment and preserve our Nation's 
natural and cultural resources. 


¢ Manage natural resources for a healthy environ- 
ment and a strong economy. 


This initiative and the efforts of the South Florida Eco- 
system Task Force not only support Interior's strategic 
goals but also advance the strategic goals of the Army 
Corps of Engineers, the Departments of Commerce 
and Agriculture, and the Environmental Protection 
Agency. The South Florida initiative responds to policy 
guidance from both the Administration and the Con- 
gress to improve partnerships among the Federal, State, 
tribal, and local governments. The South Florida Eco- 
system Task Force has established a vision for South 
Florida as a sustainable, holistic, and integrated eco- 
system. The advances made in South Florida demon- 
strate that ecosystem restoration works. The lessons, 
strategies, and methods emerging from this effort have 
much broader applications as well. The increasing 
knowledge of restoration methods holds relevancy for 
similar undertakings throughout the United States. 


The following goals describe the responsibilities of the 
Federal agencies involved in the South Florida Ecosys- 
tem Restoration initiative. These goals are based on 
the work of the South Florida Ecosystem Restoration 
Task Force, the Governor’s Commission for a Sustain- 
able South Florida, and the results of a strategic plan- 


i 


ning workshop conducted for the stakeholders in the 
restoration process. 


¢ Mission Goal 1: The spatial extent of wetlands 
will be sufficient to support the historic functions 
of the greater Everglades ecosystem. 


¢ Mission Goal 2: The diversity, abundance, and 
behavior of native plants and animals in South 
Florida will be characteristic of predrainage con- 
ditions. 


¢ Mission Goal 3: Estuarine and coastal areas will 
function as a natural, healthy part of the ecosys- 
tem. 


e Mission Goal 4: Natural hydrologic functions in 
wetlands are restored while providing for the wa- 
ter resource needs of the urban and agricultural 
landscapes and the estuarine and marine systems. 


The participation of many non-Federal entities is vital 
to the success of the South Florida initiative. Through 
its non-Federal members, the task force works toward 
ensuring that the region’s working landscape supports 
a healthy ecosystem and a sound economy while 
complementing the management of vital natural re- 
sources. It strives to transform the urban nature of 
South Florida so that growth is managed to support 
the region's sustainability goals, while the region's ag- 
ricultural industry is profitable and compatible with 
the long-term goals for both urban and natural re- 
source areas. 

Non-Federal entities play a critical role in making sure 
that surface and ground waters are clean. They focus 
on containing non-point source levels of water pollu- 
tion to 1996 levels and reducing that pollution by 25 
percent over the next 10 years. Surface and ground 
water quality standards have been established for pri- 
ority areas and remediation actions will be initiated as 
appropriate. 


Performance Goal and Measure 


The principal performance measure of this effort is as 
follows: 
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South Florida Ecosystem Restoration Goal: Federal land 
acquisitions in Everglades and Biscayne National Parks 
and Big Cypress National Preserve will be completed on a 
schedule consistent with the hydrologic restoration of those 
areas. 


South Florida Ecosystem Restoration Performance Mea- 
sure: Number of acres acquired and/or offers extended by 
Federal agencies (Figure 23). 


Figure 23 


Number of Acres Acquired and/or Offers 
Extended by Federal Agencies 
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Natural Resource Damage Assessment 
and Restoration Program 


The Departmentwide Restoration Program provides 
for the restoration of injured natural resources nation- 
wide. The first steps in the process are to select prior- 
ity natural resource damage assessment projects (dam- 
age assessments), determine the extent of injury, and 
assess damages. 


The assessments lead to negotiated settlements, in- 
cluding the financing of restoration projects, with the 
parties responsible for the hazardous substances or oil 
spills. Restoration projects are implemented through 
restoration plans after completion of a public com- 
ment period. 


The Restoration Program mission is “to ascertain in- 
juries to damaged natural resources and implement 
appropriate actions to restore and protect those re- 
sources for present and future generations.” These ac- 
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tions are taken on behalf of the American public in 


cooperation with other natural resource trustees. 


The Restoration Program is authorized by several laws, 
including the Comprehensive Environmental Re- 
sponse, Compensation, and Liability Act (CERCLA) 
of 1980, as amended, and the Clean Water Act, as 
amended by the Oil Pollution Act (OPA) of 1990. 
These laws authorize natural resource trustees, the 
Federal and State governments, Indian Tribes, and for- 
eign governments to determine the level and extent of 
injuries to, or lost uses of, natural resources; to seek 
monetary or in-kind compensation from responsible 
parties; and to use recoveries for restoration to pre- 
release/spill conditions. CERCLA, as amended, is un- 
dergoing reauthorization. Potentially, there may be 
changes that impact damage assessments and affect 
the operation of the Restoration Program. 


The Restoration Program is directly related to three 
Departmental goals: 


Protect the environment and preserve our Nation's 
natural and cultural resources. 


Manage natural resources for a healthy environ- 
ment and a strong economy. 


Meet our responsibilities to American Indians. 


The Restoration Program assesses the damage to natural 
resources resulting from releases of hazardous sub- 
stances or oil spills on the Department’s lands as well 
as other lands within its authority and trust responsi- 
bilities for American Indians and natural resources. 
Settlements resulting from damage assessment cases 
provide recovered funding that the Department uses 
to protect and restore the health of injured natural 
and cultural resources, returning them to a healthy 
environmental condition for management in perpetu- 


1 ty. 


At the heart of the mission of the Restoration Pro- 
gram is restoration of injured natural resources. Plan- 
ning for and conducting restoration is the critical ele- 
ment in measuring its success. Therefore, the primary 
measure is to assess the number of projects where res- 
toration implementation is occurring. Using damage 
assessments to reach settlements, the funding for res- 
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toration projects is recovered from polluters and de- 
posited in the Restoration Fund or court registry ac- 
counts. 


Another measure addresses the increase in the num- 
ber of cumulative damage assessments leading to settle- 
ments with responsible parties. To determine appro- 
priate compensation for the restoration of injured re- 
sources and lost use of resources, it is necessary to as- 
sess damages to soils, waters, vegetation, and wildlife 
under the trust responsibility of the Department. 


The third measure is cost recovery. Receiving suffi- 
cient recovery of the past costs of conducting damage 
assessments allows the Department to fund new pri- 
ority damage assessments, resulting in even more 
settlements for the restoration of lands and resources. 
Without the consistent recovery of costs, restorations 
will either not be accomplished, or will be accom- 
plished at the taxpayers’ expense. 


Performance Goal and Measure 


The principal performance measure of this effort is as 
follows: 


Natural Resource Damage Assessment and Restoration 
Program Goal: By 2003, increase the cumulative num- 
ber of restoration projects to 110. 


Natural Resource Damage Assessment and Restoration 
Program Performance Measure: Restoration projects 


implemented (Figure 24). 


Figure 24 


Restoration Projects Implemented 





Planned 1999 


1997 1998 


Zak 


Fiscal Year 1998 Interior Accountability Report 


Insular Affairs 


The Secretary of the Interior has certain authority and 
responsibilities with regard to four U.S. territories 
(Guam, American Samoa, the U.S. Virgin Islands, and 
the Commonwealth of the Northern Mariana Islands) 
and three freely associated states (Federated States of 
Micronesia, Republic of the Marshall Islands, and the 
Republic of Palau). The Secretary has delegated this 
authority and these responsibilities to the Office of 
Insular Affairs (OIA), under the general supervision of 
the Assistant Secretary for Policy, Management, and 
Budget. 


The mission of the Office of Insular Affairs is to assist 
the islands in developing more efficient and effective 
government by providing financial and technical as- 
sistance, and to serve as a focal point for the manage- 
ment of Federal-island relations by developing and 
promoting appropriate Federal policies. 


The insular governments are OIA's primary custom- 
ers. They receive grants and direct financial assistance 
administered by OIA staff and they participate in tech- 
nical assistance programs funded through OIA ap- 
propriations. Insular relationships with the Federal 
government are the primary subject of Interior's policy 
efforts. 


OIA also performs an important service for Congress 
and other Federal agencies. The Federal relationship 
with each self-governing insular area is unique and 
differs dramatically from typical relationships with the 
States. OIA is the principal Federal repository of ex- 
pertise on the insular governments and is often called 
upon by Congress or other agencies to explain or clarify 
the Federal position in the context of these unique 
relationships or to coordinate interagency efforts deal- 
ing with the islands. 


During 1998, the Office of Insular Affairs made a con- 
certed effort to involve all staff in developing a strate- 
gic plan and its first annual performance plan. OIA's 
mission and strategic goals were a collaborative effort— 
input and comments were sought from all island gov- 
ernments as well as from key Federal partners. Perfor- 
mance goals and measures for the Office of Insular 
Affairs are listed at the end of this section. 
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OIA is also changing some of its processes, although 
this evolution began several years ago. The technical 
assistance program was created by law more than 15 
years ago. Its purpose at the time was to give OIA the 
capability to react outside the annual budget process 
to relatively small technical needs identified by the 
island governments. The result was an application- 
based grant program that tended to address a broad 
range of short-term projects. With GPRA now in place, 
OIA is changing the emphasis to a more proactive ap- 
proach. Island governments are being asked to iden- 
tify major technical needs and longer-term priorities 
in advance and to develop plans to address those ob- 
jectives. While OIA will retain a capability to react to 
unforeseen problems, most resources will be dedicated 
to developing and implementing plans to meet fewer, 
longer-term objectives. 


Significant issues that Insular Affairs is addressing in- 
clude the following: 


American Samoa Financial Condition: The financial 
position of the American Samoa Government remains 
a serious concern. Despite strong support and admo- 
nitions from the Secretary and members of Congress, 
OIA's efforts to convince the local government to 
implement a financial recovery plan continue to be 
thwarted by local policies. Preliminary reports show 
that the cumulative deficit in American Samoa in- 
creased by another $6 million in 1997, further exac- 
erbating the financial situation. 


One of the major causes of American Samoa’s financial 
problems is inadequate control over health care costs 
with no fees or dedicated revenues for cost recovery. 
Interior is currently working with American Samoa 
and the Health Care Financing Administration (De- 
partment of Health and Human Services) to develop a 
series of health care reforms that will address Ameri- 
can Samoa’ deteriorating financial condition. 


U.S. Virgin Islands Financial Condition: Hurricane 
Marilyn in 1995 had a devastating impact on what 
was already a struggling Virgin Islands economy bur- 
dened by government deficit spending. Government 
revenues have fallen by nearly 20 percent from pre- 
1995 levels and, under current projections, it may 
take ten years just to return to those former levels. At 


the request of the U.S. Virgin Islands, OJA is assisting 


ae 


the local government in its efforts to improve financial 
management and the financial recovery effort. 


Brown Tree Snake Control: Finding a means to con- 
trol the brown tree snake remains a major priority 
within the Department. The brown tree snake is a 
non-indigenous predator accidentally introduced into 
Guam that has caused extraordinary ecological and 
economic impacts. Additional funds have been allo- 
cated to address this critical issue. 


Commonwealth of the Northern Mariana Islands 
Prison and Crime Laboratory: The Northern Mart- 
ana Islands need a new prison facility and a crime lab. 
These are integral to the success of the labor, immi- 
gration, and law enforcement initiative in the Com- 
monwealth. 


Performance Goals and Measures 


The principal performance goals and measures for In- 
sular Affairs are as follows: 


Performance Goal 1: By 2002, all insular governments 
are implementing multi-year capital plans for infrastruc- 
ture that are based on objective criteria, ensure adequate 
operations and maintenance, and specifically address user 
fees or other self-financing mechanisms, when appropri- 
ate. 


Performance Measure 1: Number of multi-year capital 


plans developed (Figure 25). 


Figure 25 
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Performance Goal 2: By 1999, financial management 
improvement plans will be completed for three of the seven 
insular governments. 


Performance Measure 2: Number of financial manage- 
ment improvement plans completed (Figure 26). 


Figure 26 


Number of Financial Management 
Improvement Plans Completed 
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ment to identify problems and develop and implement 
long-term plans to improve expertise, operating efficiency, 

and institutional capacity in health care, education, pub- 

lic safety, economic development, statistics, transportation, 

and telecommunications. By 1999, at least 70 percent of 
planned objectives will be met on schedule. 


Performance Goal 3: Work with each insular govern- 


Performance Measure 3: Percent of planned objectives 
on schedule. Baseline data for this performance measure 


was gathered in 1998 and will be available in 1999. 
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Departmental Offices 


Departmental offices play a key role by providing lead- 
ership, policy guidance, coordination, and support ser- 
vices crucial for the bureaus to meet their goals and 
fulfill their missions. 


Departmental management guides and coordinates all 
of Interior’s administrative support activities, such as 
finance, information resources, procurement and ac- 
quisition, human resources, facilities management and 
budgeting. Support functions and services play a vital 
role in helping us meet our goals. Departmental of- 
fices coordinate this support across the bureaus to ful- 
fill Interior’s mission effectively. 


With demand for Interior’s services increasing, we rec- 
ognize that all aspects of our operations must become 
more efficient. In addition to the programmatic goals 
set by the bureaus, the Department has identified the 
following key management strategies as critical to meet- 
ing our goals. 


The Workforce of the Future 


Interior requires a dedicated, diverse, highly-qualified 
workforce to accomplish its mission and achieve its 
goals. Building, retaining, and maintaining that 
workforce is of primary concern to all of Interior's lead- 
ers and managers. In our rapidly changing world, the 
skills needed today are seldom sufficient to meet the 
needs of tomorrow. As we continue to change the way 
we do business and increase the use of technology, the 
skills and knowledge needs of our workforce will also 
change. Interior's human resources community will 
play a critical role by helping to ensure that training 
and recruitment complement future program needs 
and our commitment to diversity. Interior is commit- 
ted to enhancing the potential of its workforce by re- 
cruiting new employees from non-traditional labor 
pools so that our workforce reflects the American 
people. The Department also will seek to improve the 
skills of its existing employees through training, by 
eliminating barriers to upward mobility, and by pro- 
viding a safe, collaborative, effective, efficient, and tol- 
erant workplace. Interior is committed to building and 
maintaining an environment in which merit principles, 
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During one of its breaks, some of the members of the Interior Diversity 
Council pose with David Montoya, Deputy Assistant Secretary for 
Workforce Diversity. From left to right, Judy Moy (OS), Tom Gomez 
(BOR), Jeff Carlson (OIG), David Montoya, Carolyn McGuire (FWS), Jim 
Gasser (NPS), Brenda Bennett (BIA), and Dave Park (NPS). 


effective leadership, excellence, and empowerment are 
respected and valued. 


To ensure that a quality workforce is in place, our long- 
range goal is to create a work environment in which 
our employees are valued, motivated, developed, and 
rewarded for excellent customer-focused performance. 
To accomplish this goal, we will attract and develop a 
high quality workforce and deliver the best possible 
human resources services to Interior employees. Criti- 
cal to these efforts is the need to train and develop our 
employees for both mission accomplishment and ca- 
reer advancement. Our fiscal years 1999 and 2000 
actions will concentrate on developing and implement- 
ing effective training and development programs that 
emphasize career management throughout the Depart- 
ment, and will also focus on achieving levels of diver- 
sity for the Department's workforce that reflect the 
Nation's citizenry. 


Performance Goal and Measure 


The principal performance measure for this manage- 
ment initiative is as follows: 


Workforce of the Future Performance Goal: By 2002, 
achieve levels of diversity for the Departments workforce 
that are reflective of the Nations diversity, 


Workforce of the Future Performance Measure: Per- 
cent increase in diverse workforce representation (Figure 


27). 
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The Year 2000 Computer Problem 


The Year 2000 (Y2K) computer problem presents a 
very real threat to the Department of the Interior's 
computers and information systems. In addition to 
disruption of programs and administrative activities 
there is a real threat to the health and safety of our 
employees and the public due to possible malfunc- 
tion of devices that depend on embedded computer 
microchips. The Y2K date problem is not restricted 
to any one part of the Department. It includes busi- 
ness functions such as financial management, person- 
nel management, contract management, health and 
safety, and many others. Computers support our land 
and mineral leasing operations and Indian financial 
transactions, which are both major contributors to U.S. 
revenues. Of equal concern is the prospect of major 
portions of our infrastructure malfunctioning or fail- 
ing to work at all, such as dams, elevators, and air- 
craft. 


Interior is committed to ensuring the Department's 
critical information systems and processes are operat- 
ing correctly for the Year 2000 date change. The De- 
partment is accomplishing this goal by replacing or 
modifying existing systems and technology-dependent 
equipment using the five-step approach adopted by 
the General Accounting Office: awareness, assessment, 
renovation, validation, and implementation. The De- 
partment added an Independent Verification and Vali- 
dation Phase designed to ensure that comprehensive, 
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applicable Y2K testing is completed and certified. Cen- 
tralized monitoring allows us to address Y2K prob- 
lems within each bureau or office while providing for 
overall coordination at the Department level. 


Having adopted the above approach, the Department 


is using the Office of Management and Budget 
timelines to track the Y2K projects (Figure 28). 


Figure 28 
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All components of the Department have dedicated 
both human and fiscal resources to the Y2K problem 
to minimize or eliminate any possible disruptions. Of 
the 92 systems that require revisions as of December 
31, 1998, all have been modified, 88 have been vali- 
dated, and only 4 remain to be reimplemented. All 
systems will be modified and validated by March 
1999. Costs for addressing the problem are estimated 
to be $72.1 million in 1999. 


Based on current available information, Interior does 
not anticipate any major risks to Departmental opera- 
tions. However, contingency plans have been devel- 
oped in key program systems areas including hydro- 
electric power plants, telecommunications, MMS’s 
Royalty Management System, firefighting, law enforce- 
ment, and search and rescue. Additionally, contingency 
plans have been developed for critical administrative 
system areas including finance, personnel, procure- 
ment, and property management. 


Performance Goal and Measure 


The principal performance measure for this manage- 
ment initiative is as follows: 


Year 2000 Computer Problem Goal: Ensure the 
Departments critical information systems and processes 
have been remediated and are operating correctly for the 
Year 2000 date change. 


Year 2000 Computer Problem Performance Measure: 
Number of information systems revised, updated, or re- 
placed (Figure 29). 
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Figure 29 


Number of Information Systems 
Revised, Updated or Replaced 





Planned 1999 


1997 1998 


Reliable and Accurate Financial 
Information 


Key laws, such as the Chief Financial Officers Act, the 
Government Management Reform Act, the Govern- 
ment Performance and Results Act, the Debt Collec- 
tion Improvement Act, and the Federal Financial Man- 
agement Improvement Act, have established new 
standards and high expectations for government op- 
erations. In response to these new laws and other ini- 
tiatives such as the implementation of Federal Account- 
ing Standards Advisory Board (FASAB) 
pronouncements, the Department continues to reshape 
the way it conducts business. To comply with the new 
standards and to meet these high expectations, timely 
and reliable financial and performance information will 
permit stakeholders and decisionmakers to track 
progress and evaluate the results of Interior programs. 


Performance Goal and Measure 


The principal performance measure for this manage- 
ment initiative is as follows: 


Reliable and Accurate Financial Information Goal: 
Strengthen the integrity of financial operations to ensure 
accuracy of financial data and obtain unqualified (clean) 
audit opinions on all financial statements. 


Reliable and Accurate Financial Information Perfor- 
mance Measure: Number of unqualified (clean) audit 
opinions (Figure 30). 


26 


Figure 30 


Number of Unqualified Audit Opinions 
(Bureau and Departmental) 





-”” See note below .-"” 


199% 


1998 
[|] # of Unqualified Audit Opinions 


Planned 1999 
(BB # of Qualified Audit Opinions 


Note - At time of publication, audit opinions had not been issued for four bureaus. 


Faster, Better, More Cost-Effective 
Goods, Services, and Facilities 


Procurement and property management play impor- 
tant roles in virtually all activities and programs of the 
Department. The procurement of goods and services 
is a critical support element in accomplishing mission 
objectives. By improving the quality and price of pro- 
cured items, as well as the timeliness and productivity 
of our procurement staff, the Department is able to 
save scarce dollars and improve Interior's services to 
the American people. The management of personal, 
real, and museum property is also critical to Interior's 
mission of protecting and preserving Federal assets. In 
addition to being one of the largest landholders within 
the Federal government, Interior has a unique respon- 
sibility to conserve approximately 110 million cul- 
tural artifacts, pieces of artwork, documents, and other 
museum properties. Interior also manages personal 
property assets valued at more than $1.7 billion, more 
than 37,500 buildings and facilities, and a fleet of 
more than 31,500 vehicles. Interior’s property man- 
agement community carries out a vital function by 
balancing public access to land and property against 
protection of those assets for the benefit of future gen- 
erations. 


Interior is committed to improving accountability in 
acquisition, financial assistance, and property man- 
agement operations. The strategies for improving pro- 
curement and property management include: 
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Decreasing costs and improving performance by 
increasing the percentage of commercial items pur- 
chased instead of custom-built goods. 


Increasing the percentage of acquisition transac- 
tions conducted through electronic means, includ- 
ing purchase cards. 


Simplifying regulations to focus efforts on flex- 
ibility and innovation without losing sight of rea- 
sonable and proper restraints on expenditures. 


Assessing levels of customer satisfaction and using 
this information to enhance our processes. 


Increasing coordination with non-Federal institu- 
tions that partner with Interior to care for our col- 
lections and use them in public exhibits, program- 
ming, and research. 


Using technology to integrate procurement and 
property management activities with finance, in- 
formation technology, and other programs. 


Continuing education, promotion, and recogni- 
tion of innovative energy conservation strategies 
and techniques, including purchase of energy- 
efficient products and use of energy-saving per- 
formance contracting. 


Performance Goal and Measure 


The principal performance measure for this manage- 
ment initiative is as follows: 


Faster, Better, More Cost-Effective Goods, Services, and 
Facilities Goal: Increase productivity and accountability 
in acquisition, financial assistance, and property man- 
agement operations. 


Faster, Better, More Cost-Effective Goods, Services, and 
Facilities Performance Measure: Dollars awarded 
through charge cards (Figure 31). 
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Figure 31 


Dollars Awarded through Charge Cards 
(in millions) 





1997 


1998 Planned 1999 


Facilities Maintenance and Capital 
Improvements 


The Department of the Interior owns and operates 
more than 34,000 buildings, 120,000 miles of roads 
and a wide variety of other constructed assets. These 
facilities serve nearly 380 million visitors annually. 
They include schools for 53,000 American Indian 
children and work places for 66,000 Interior employ- 
ees. [he value of these assets is measured in billions of 
dollars, with many considered priceless because of their 
historical significance. In recent years, increasing de- 
ferred maintenance and capital improvement needs 
have threatened Interior’s infrastructure and natural 
resource protection efforts. Additions to Interior's in- 
frastructure inventory have further stretched mainte- 
nance and capital improvement dollars. A 1998 Inte- 
rior study, “Facilities Maintenance Assessment and 
Recommendations, ” has provided the basis for proposed 
increases in maintenance and capital improvement 
funding, development of a Five-Year Maintenance and 
Capital Improvement Plan, and a number of other 
improvements. 


Critical human health and safety and resource protec- 
tion needs are given highest priority. Interior has de- 
veloped a set of common definitions for maintenance 
and capital improvement functions, made adjustments 
to its budget and accounting structures to better re- 
flect those definitions, initiated the development of a 
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Interior's facilities serve approximately 380 million visitors annually (photo 
by Interior). 


Five-Year Maintenance and Capital Improvement Plan, 
and required the use of a condition assessment process 
for identifying maintenance and capital improvement 
needs. 


As the steward of these assets, Interior is committed 
to improving the maintenance of these existing facili- 
ties as well as making capital investments in new fa- 
cilities essential to its mission. The Inspector General 
for Interior has determined that the facilities mainte- 
nance programs of the Bureau of Indian Affairs, Na- 
tional Park Service, Bureau of Land Management, and 
Fish and Wildlife Service have inadequate management 
controls and insufficient funding to maintain their con- 
structed assets effectively. This has resulted in a sig- 
nificant increase in the backlog of deferred mainte- 
nance and repairs in recent years. 


The Department's strategy for reducing deferred main- 
tenance includes: 


¢ Increasing the credibility of the management of 
and accountability for maintenance and construc- 
tion goals. 


¢ Establishing standard definitions of terms related 
to maintenance and capital improvement. 


¢ Identifying the highest priority facility needs, be- 
ginning with critical health and safety and critical 
resource protection needs. 
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¢ Formulating and implementing a Five-Year Main- 
tenance and Capital Improvement Plan to improve 
the Department’ infrastructure for the next mil- 
lennium. 


¢ Implementing new financial accounting standards 
for deferred maintenance. 


Performance Goal and Measure 


The principal performance measure for this manage- 
ment initiative is as follows: 


Facilities Maintenance and Capital Improvements 
Goal: Improve Interior’s infrastructure for the next 
millenium by reducing facilities deferred maintenance and 
preventing increases in the future. 


Facilities Maintenance and Capital Improvements Per- 

formance Measure: Resources allocated to facilities main- 
tenance and capital construction compared to total de- 
ferred maintenance (Figure 32). 














Figure 32 
| 1997 | 1998 | 1999 
Estimated Deferred Data not $7 to $16 | Data not 
Maintenance Available billion Available 
Maintenance Data not $823 | $860 | 
Investment eae million million 


Waste Management 


The Department faces a major challenge in cleaning 
up sites contaminated by hazardous materials, aban- 
doned mine sites, oil and gas wells, leaking under- 
ground storage tanks and pipelines, and illegal dump- 
ing. The majority of the environmental cleanup 
responsibilities arise from non-Departmental and non- 
Federal uses of these lands, such as illegal dumping, 
landfills, mineral extraction operations, and pipelines. 
In these cases, the government's responsibility, for the 
most part, derives from the fact that it is the owner of 
the land. The Department is committed to the cleanup 
and restoration of contaminated sites and the pursuit 
of those parties responsible for abusing our public 
lands. 


a 


es 
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Interior's strategies for improving waste management 
include preventing the generation and acquisition of 
hazardous and other wastes, reducing the amount of 
waste generated through sound waste management 
principles, cleaning up and restoring areas that are 
contaminated by pollution, aggressively pursuing po- 
tentially responsible parties for polluting Departmental 
lands and resources, and establishing environmental 
auditing programs within Departmental bureaus, with 
bureau baseline facility audits to be completed in 
2002. 


Interior bureaus such as the Bureau of Indian Affairs, 
Bureau of Land Management, Bureau of Reclamation, 
Fish and Wildlife Service, and National Park Service 
have active programs to track hazardous sites, secure 
affected areas, and begin cleanup of priority areas. 
Bureau program activities include assessment of sites 
with actual or potential hazardous materials, emer- 
gency response and removal actions, and site cleanup 
and restoration. 


Performance Goal and Measure 


The principal performance measure for this manage- 
ment initiative is as follows: 


Waste Management Goal: Conduct environmental au- 
dits of all Interior facilities to ensure overall environmen- 
tal compliance by the Department. 


Waste Management Performance Measure: Beginning 
in 1999, Interior bureaus will submit a summary of their 
environmental auditing program and activities. The per- 
cent of total Interior facilities that have been audited will 
then be calculated. 
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Validation of Performance 
Measures 


Data accuracy, collection, and monitoring is an im- 
portant aspect of implementing the Government Per- 
formance and Results Act. Evaluations of performance 
fall into three categories. 


The first involves routine evaluation and validation of 
the data and information from the performance mea- 
sures used to support the performance plans. Perfor- 
mance data is developed and analyzed using standard, 
statistically valid methods to ensure that accurate and 
verifiable information is produced. Based on the expe- 
riences of organizations that have successfully imple- 
mented performance measurement systems, the De- 
partment anticipates that some of our measures and 
goals will need to be modified, changed, or replaced 
over time. 


The second category of evaluation involves reviews of 
the plans themselves. Plans are reviewed yearly to de- 
termine whether changes are necessary. Minor changes 
are handled through the annual performance plan. 
Major changes will require revisions to the strategic 


plan. 


The third category of evaluation is the use of tradi- 
tional methods. Interior’s programs continue to rely 
on reviews and audits by the Office of Inspector Gen- 
eral (OIG) and the General Accounting Office (GAO). 
Internal program evaluations and management reviews 
are conducted across the Department as the need arises 
and as resources allow. 


The table below (Figure 33) provides examples of se- 
lected current or planned program evaluations and per- 
formance audits and how they relate to Departmental 
goals. 


Figure 33 
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Dept Goal 
Program Evaluations Scope Methodology Number 
1 


Wildlife and Fisheries 
Management on Public 
Lands, Bureau of Land 
Management 


USGS Strategic Directions Help USGS identify: 


1. Societal and political environments (and interpret these). 
2. Major societal needs that should be addressed by USGS. 


Assess the effectiveness and efficiency of the BLM Wildlife 
and Fisheries Management Program. 


Performance 
Audit 


External Review 
by the National 
Research Council 


3. Emerging scientific and technical issues relevant to the 


USGS mission. 


4. Opportunities for partnerships. 


Cultural Resources 
Management, Bureau of 
Land Management 


Recreation Fee Ongoing Evaluation 
Demonstration Project 


Oil Royalty in Kind Program, 
Minerals Management 
Service 

Overhead Costs of Cost- 
Reimbursable Projects, U.S. 
Geological Survey 

Land Record Management 
System, Bureau of Indian 
Affairs 

Fire Management Activities, 
Bureau of Indian Affairs 


Royalty in Kind Program. 


through assessment rates. 


Assess whether the BLM is effectively and efficiently 
managing its cultural properties and museum collections in 
accordance with applicable laws, regulations, and 


Assess the effectiveness of the administration of the MMS Oil 


Determine whether USGS accurately computed and 
distributed its overhead costs to cost-reimbursable projects 


Assess whether the BIA land records management system 
ensures that land ownership records are accurate. 


Determine whether the BIA is (1) managing its wildlland fire 
activities in accordance with applicable laws, regulations, and 
policies and (2) is properly using and accounting for 
emergency and non-emergency fire program funding. 
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Performance 1 
Audit 

Program 2 
Evaluation 


policies. 


Performance 
Audit 


Financial Audit 


Performance 
Audit 


Performance 
Audit 
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Management Integrity and 
Accountability 


Interior believes that maintaining integrity and ac- 
countability in all programs and operations: (1) is criti- 
cal for good government; (2) demonstrates responsible 
stewardship over assets and resources in our care; (3) 
ensures high quality, responsible leadership; (4) en- 
sures the sound delivery of services to customers; and 
(5) maximizes desired program outcomes. Interior has 
developed and implemented management, adminis- 
trative, and financial system controls which reason- 
ably ensure that: 


* programs and operations achieve their intended 
results efficiently and effectively; 


* resources are used in accordance with Interior’s 
mission; 


* programs and resources are protected from waste, 
fraud, and mismanagement; 


¢ laws and regulations are followed; and 


¢ reliable, complete, and timely data are maintained 
and used for decision-making at all levels. 


Further, Interior firmly believes that the timely imple- 
mentation of Inspector General and General Account- 
ing Office audit recommendations is essential to im- 
proving efficiency and effectiveness in its programs and 
operations, and achieving integrity and accountabil- 
ity goals. As a result, Interior has instituted a compre- 
hensive audit followup program to ensure that audit 
recommendations are implemented in a timely and 
cost-effective manner, and that disallowed costs and 
other funds due from contractors and grantees are col- 
lected or offset. 


Management Control Program 


Interior's re-engineered management control program 
ensures full compliance with the goals, objectives and 
requirements of the Federal Managers’ Financial In- 
tegrity Act (FMFIA) and Office of Management and 
Budget (OMB) Circular A-123, Management Ac- 
countability and Control. Since the inception of the 
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ANNUAL ASSURANCE STATEMENT 
FISCAL YEAR 1998 


Based upon the results of its annual assessment 
process, with the exception of the Office of the Special 
Trustee and certain administrative program areas 
within the Bureau of Indian Affairs, the Department 
can provide reasonable assurance that its systems of 
management, accounting and administrative 
control, taken as a whole, achieve the objectives of 
Section 2 of the FMFIA. The Department can also 


provide reasonable assurance that its accounting and 


financial systems generally conform to the 
Comptroller General’ principles, standards and 
related requirements and achieve the objectives of 
Section 4 of the FMFIA. 


ee 


Secretary of the Interior 





FMFIA in 1982, Interior has identified and reported 
163 material weaknesses and 64 accounting system 
non-conformances. At the end of 1998, Interior had 
corrected 147 of the material weaknesses (90 percent) 
and all 64 accounting system non-conformances. As 
noted in Figures 34 and 35, over the last five years, 
Interior has reduced the total number of reported ma- 
terial weaknesses from 28 to 16 (43 percent) and the 
number of accounting system non-conformances from 
6 to 0. This progress in correcting material weaknesses 
and accounting system non-conformances exemplifies 
Interior's strong commitment to improving integrity 
and accountability in all programs, organizations, and 
functions. 


New Innovative Approach to Management 
Control Assessments 


In October 1996, Interior completed a Management 
Control Re-engineering Laboratory that among other 
things, produced a new, automated, and less resource- 
intensive approach for targeting and conducting man- 
agement control assessments. This automated approach 
is built around eight management integrity measures 
that are supported by the general and specific man- 
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Figure 34 


Number of Pending Material Weaknesses 


Figure 35 


Number of Accounting System Non-Conformances 





1994 1995 


1996 


1997 1998 


agement control standards prescribed in OMB Circu- 
lar A-123. A unique feature of the automated approach 
is that it provides for identifying areas of both poten- 
tial material deficiencies and best practices. 


The automated approach utilizes a comprehensive 
questionnaire developed by the Lab Team and refined 
by a Departmental customer focus group. The ques- 
tionnaire is modified to provide additional program- 
specific questions for each individual program assess- 
ment. The assessment is conducted electronically over 
the e-mail network using an off-the-shelf surveying 
and analytical software tool. 


An initial pilot test of the new automated approach 
was conducted in one bureau during 1997 and dem- 
onstrated significant resource savings potential and 
improved results. The initial pilot assessment resulted 
in a 90 percent overall reduction in staff time associ- 
ated with planning, conducting, analyzing, and re- 
porting the results of a traditional assessment, as well 
as much improved diagnostic and executive-level re- 
porting. At the request of Interior's Management Con- 
trol and Audit Followup (MCAF) Council, the auto- 
mated assessment approach pilot test program was 
expanded to 13 program areas in 1998. The results of 
the 1998 pilot test program were generally consistent 
with the initial pilot test, but identified several in- 
stances where the questionnaire and scoring system 
needed modification and enhancement. The revised 
questionnaire will again be pilot tested in multiple 
bureaus and programs in 1999, with the understand- 
ing that in the future the new automated assessment 
approach will be adopted Departmentwide as the cor- 


a2 


1994 1995 1996 1997 1998 


nerstone of the re-engineered Management Control 
Program. 


Due to the significant resource savings and results 
achieved in the pilot test of the automated assessment 
approach, the Lab Team and the automated assess- 
ment approach were selected to be recipients of Vice 
President Gore's prestigious “Hammer Award” in 1998. 


Results of the 1998 Management Control 
Program 


Interior conducted its annual assessment of the effec- 
tiveness of its management, administrative, and ac- 
counting systems controls in accordance with the 
FMFIA and OMB guidelines. Interior conducted as- 
sessments of management controls in its programs and 
administrative functions, and relied on the findings 
and results of Office of Inspector General internal pro- 
gram audit reports and GAO program audit reports 
issued during the year. In addition, Interior relied on 
the results of the financial statement audits conducted 
by the OIG under the auspices of the Chief Financial 
Officers (CFO) Act of 1990, and the Government 
Management Reform Act of 1994. Figure 36 summa- 
rizes the distribution of 1998 assessments. 


Biennial Review of Fees 


The Chief Financial Officers Act of 1990 requires bi- 
ennial reviews of agency fees, rents, and other charges 
imposed for services and things of value it provides to 
specific beneficiaries as opposed to the American pub- 
lic in general. The objective of the reviews is to iden- 
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Figure 36 


Distribution of 1998 Management Control Assessments 


Mgmt Control Reviews 51.0% 78 







IG Audits 20.3% 31 





GAO Audits 28.8% 44 | ~ 


tify such activities and begin charging fees, if permit- 
ted by law, and to periodically adjust existing fees to 
reflect current costs or market value so as to minimize 
general taxpayer subsidy of specialized services or things 
of value (such as rights or privileges) provided directly 
to identifiable non-Federal beneficiaries. 


As part of the 1998 Management Control Program, 
Interior conducted a biennial review of its fee pro- 
grams and noted that User Charge revenues have sub- 
stantially increased, due in part to the conduct of such 
reviews. While there is not a requirement to disclose 
such reviews in agency accountability reports, the 
General Accounting Office, in a 1998 report, recom- 
mended that agencies acknowledge whether the bien- 
nial reviews were conducted. 


New Material Weakness 


Interiors MCAF Council reviewed and analyzed the 
results of the 1998 assessment process and concluded 
that one new material weakness should be reported. 
The new material weakness is: 


¢ Inadequate Departmentwide maintenance man- 
agement capability. 


This material weakness is a Departmentwide material 
weakness impacting most bureaus. As such, it has been 
characterized by the MCAF as a “mission critical” 
weakness. A description of the weakness and correc- 
tive action plans are summarized later in this section. 


3.98, 


Corrected Material Weakness and Accounting 
System Non-Conformance 


During 1998, Interior completed corrective action on 
one mission-critical material weakness and the remain- 
ing accounting system non-conformance carried for- 


ward from 1997. 


The material weakness corrected was the Bureau of 
Land Management's Inspection and Enforcement Pro- 
gram for Fluid Minerals which was first reported in 
1989. In correcting this weakness, BLM developed 
and implemented a re-engineered Inspection and En- 
forcement strategy, recruited and trained additional 
inspectors, increased the number of comprehensive 
annual inspections, and implemented new automated 
production verification audit procedures. 


The accounting system non-conformance corrected 
was the National Park Service’s Property Accounting 
System which was first reported in 1986. In correct- 
ing this non-conformance, the NPS completed a rec- 
onciliation of general ledger and subsidiary ledger 
property balances and implemented the Federal Fi- 
nancial System Fixed Asset module, thereby provid- 
ing an electronic interface between the subsidiary and 


general ledgers. 
Pending Material Weaknesses 


Interior will carry forward 16 pending material weak- 
nesses to 1999. These 16 pending material weaknesses, 
and their respective planned correction dates are listed 
in Figure 37. Interior expects to complete corrective 
actions on four of these material weaknesses (25 per- 


cent) during 1999. 
Mission Critical Material Weaknesses 


OMB Circular A-123 reporting guidance requests that 
each agency identify and report on the most critical 
material weaknesses affecting the agency. In response 
to this reporting requirement, Interiors MCAF has 
identified 7 of its 16 pending material weaknesses as 
“mission critical weaknesses’—those material weak- 
nesses that prevent Interior from fulfilling a program- 
matic mission or strategic goal, and that warrant se- 
nior management focus and attention and resource 
priorities throughout the corrective action process. 
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Title of Material Weakness/Non-conformance 
Inadequate Management of Trust Funds * 
Deficiencies in Real Property Management 
Inadequate Debt Collection 

Inadequate Acquisition Management Program 
Irrigation Operations and Management 
Inadequate Records Management * 

Inadequate Range Monitoring * 


Administration and Oversight of the Wild Horse and Burro Herd Management Program 


Management and Oversight of the Land Exchange Program 
Irrigation of Ineligible Land * 
Deficiencies in Administration of Miscellaneous Revenues 


Lack of Accountability and Control Over Artwork and Artifacts * 


(BIA, FWS, NPS, BLM, OSM, MMS, BOR, and USGS) 
Incomplete/Inaccurate Data in the Procurement Data System 
BIA Facilities Program 


Inadequate Departmentwide Maintenance Management Capability * 


Needs Assessment and Cost of Constructing New Housing * 


* = Mission Critical Weakness 


Collectively, the identified mission critical weaknesses 
could adversely impact the safety of employees and 
other citizens, prevent the collection and distribution 
of royalties and other funds owed to the Government 
and Native Americans, prevent the efficient use of pro- 
grammatic resources, damage the environment, place 
financial resources at risk, prevent the timely repair 
and maintenance of government property, and pre- 
clude the identification, collection, and preservation 
of irreplaceable historical artwork and artifacts. 


Interior recognizes the importance of correcting these 
mission critical weaknesses in a timely manner. Cor- 
rective action plans with key milestones, target dates, 
and accountable officials have been established and 
approved by Interior. The MCAF Council and senior 
program management officials will continuously moni- 
tor corrective action progress for each mission critical 
weakness. Periodic progress review meetings will be 
held with the accountable officials to ensure timely 
completion of corrective actions. The seven mission 
critical material weaknesses and corrective action 
progress to date are: 


1. Inadequate Management of Trust Funds - Man- 
agement of Individual Indian Monies (IIM), Tribal 
‘Trust Funds, and other Special Trust Funds is insuffi- 
cient to properly maintain and administer the approxi- 
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Pending Material Weaknesses Carried Forward to FY 1999 


Bureau Correction 
OST FY2003 
BIA FY2003 
BIA FY2002 
BIA FY 1999 
BIA FY2002 
BIA FY2000 
BLM FY2000 
BLM FY1999 
BLM FY2000 
BOR FY2002 
BOR FY 1999 
DEPT FY2000 
BIA FY1999 
BIA FY2000 
DEPT TBD 
NPS FY2000 


mately $3 billion fund. The trust funds lack effective 
internal controls, dependable accounting systems, and 
reliable accounting information. The Office of Trust 
Fund Management has been reorganized to allow for 
more effective management improvements through es- 
tablishment of a Quality Assurance Division and con- 
solidation of accounting functions under the Account- 
ing Division. There is an ongoing effort to standardize 
and verify Individual Indian Monies system data from 
trust resource records. Recent progress includes award- 
ing a contract for a commercial off-the-shelf trust funds 
accounting system. 


2. Inadequate Records Management - The Bureau of 
Indian Affairs records system is inadequate to prop- 
erly administer the records management function. Spe- 
cial emphasis is given to fully implementing a correc- 
tive action plan and ensuring proper handling of 
trust-related records. Trust fund records will be trans- 
ferred from the BIA to the Office of the Special Trustee 
(OST). Additionally, a budget has been developed for 
a 3-year improvement period and five record manage- 
ment positions were filled in 1998. 


3. Irrigation of Ineligible Land - The Bureau of Rec- 
lamation has not given sufficient priority to identify- 
ing and resolving instances of Federal water being de- 
livered to ineligible lands on at least 24 projects in 
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eight states. Consequently, the Federal government has 
provided unintended benefits to water users who did 
not pay the full cost of supplying the water used to 
irrigate ineligible lands. An internal assessment of un- 
authorized use of Federal project water was conducted 
to define the data requirements to determine the ex- 
tent to which ineligible lands received Federal project 
water. Also, a methodology for repayment of financ- 
ing costs for supplying water to ineligible beneficia- 
ries is under development, including expansion of pro- 
grams and policies promoting efficient district water 
use and pricing. 


4. Needs Assessment and Cost of Constructing New 
Housing - In the past, the National Park Service did 
not assess housing needs throughout the National Park 
System in a consistent manner. Concerns were raised 
about the high cost of new housing constructed and 
about providing housing in parks where it was not 
mission critical. As a result, it is not possible to deter- 
mine whether the current NPS housing assessment, 
which is the driving force for new housing construc- 
tion, is reliable. A contract has been awarded to con- 
duct a comprehensive housing condition and needs 
assessment study at all parks with five or more hous- 
ing units, which is scheduled to be completed by the 
end of January 1999. In addition, a study was com- 
pleted in 1998 that reviewed all NPS existing poli- 
cies, procedures, and practices which influence the cost 
of housing construction. 


5. Inadequate Departmentwide Maintenance Man- 
agement Capability - Interior lacks consistent, reli- 
able, and complete information to plan for, budget, 
and account for resources dedicated to maintenance 
activities. As a result, Interior does not have the needed 
information to report on deferred maintenance in its 
financial statements as required by the Statement of 
Federal Financial Accounting Standard No. 6, “Ac- 
counting for Property, Plant, and Equipment.” Inte- 
rior established a Maintenance Work Group during 
1998 to assess the current capabilities of Interior to 
capture maintenance activities information. The Work 
Group has identified the functional and system re- 
quirements that an ideal maintenance management 
system would need to address the optimum needs of 
Interior bureaus. 
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6. Lack of Accountability and Control Over Artwork 
and Artifacts - Accountability, control, and protec- 
tion of artwork and artifacts administered by the bu- 
reaus and offices throughout Interior are inadequate 
to ensure the preservation of these objects. Until im- 
proved policies, procedures, and controls are imple- 
mented, the risk of significant loss or damage of irre- 
placeable artwork and artifacts will remain high. 


Interior has developed and implemented a revised 
museum property strategy and related policies and 
procedures. In addition, plans to implement appro- 
priate infrastructure in each bureau have been devel- 
oped and approved. Progress in implementing Bureau 
plans has not proceeded at the pace originally antici- 
pated due to resource restrictions. As a result, Interior's 
strategy has been revised, and each Bureau is expected 
to implement its plan within broad targets defined by 
Interior. The March 2001 planned correction date 
assumes all bureaus will have program infrastructures 
in place with a solid record of achievement in reduc- 
ing their backlog in accessioning and cataloging their 
museum property. 


7. Inadequate Range Monitoring - High priority al- 
lotments have not been consistently monitored. As a 
result, many grazing decisions are being delayed be- 
cause of a lack of quality monitoring data, and deci- 
sions that are issued are not adequately documented 
or supported by monitoring data. Successful program 
performance is at risk until these deficiencies are cor- 
rected. 


Progress to date by the Bureau of Land Management 
includes the issuance of Instruction Memorandum No. 
96-172, which transmitted interim Standards and 
Guidelines for Rangeland Health and Grazing Man- 
agement, the conduct of Guidelines Implementation 
Workshops, development of a final Standards and 
Guidelines Implementation Policy, and the conduct 
of a National Validation Review on Healthy Range- 
lands. A status report with recommendations to be 
implemented by BLM field offices is expected to be 
release 1041999. 
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Summary of Management Controls - Section 
2 of the FMFIA 


Progress in correcting material weaknesses is summa- 
rized in Figure 38. 


Figure 38 


Number of Material Weaknesses 


Period Reported Reported Corrected Pending 
Prior Years 158 146 12 
1995 1 1 0 
1996 0 0 0 
1997 3 0 3 
1998 1 0 1 
Total 163 147 16 


Summary of Financial Management Systems 
- Section 4 of the FMFIA 


While Interior has corrected all previously reported 
accounting system non-conformances, and provided 
assurance that its financial systems generally conform 
to governmentwide standards, Interior is still aggres- 
sively pursuing initiatives to ensure that: 


¢ all financial systems are linked electronically; 


¢ the migration to a single, primary accounting sys- 
tem is achieved; and 


¢ data integrity and consistency are provided for in 
all financial system components. 


Progress in correcting material non-conformances is 
summarized in Figure 39. 


Figure 39 


Number of Material Non-Conformances 


Period Reported Reported Corrected Pending 
Prior Years 64 64 0 
1995 0 0 0 
1996 0 0 0 
1997 0 0 0 
1998 0 0 0 
Total 64 64 0 
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Audited Financial Statement Results 


The results of the 1998 audited financial statement 
process are summarized in Figure 40. At the time of 
report publication, the Department and five bureaus 
had received unqualified audit opinions on their re- 
spective financial statements. As noted in the table 
below, there were instances where exceptions and ma- 
terial weaknesses/reportable conditions were noted with 
respect to internal controls and compliance with laws 
and regulations. Reportable conditions are those mat- 
ters coming to the auditor’s attention, that in the 
auditor's judgment, should be communicated to man- 
agement because they represent significant deficien- 
cies which could adversely affect the entity’s ability to 
meet specified internal control objectives. Material 
weaknesses are reportable conditions in which inter- 
nal control processes do not reduce to a low level the 
risk that misstatements in amounts that would be ma- 
terial in relation to the financial statements being au- 
dited may occur and not be detected in a timely man- 
ner. 


The Department is working with the bureaus to de- 
velop and implement timely corrections for all audit 
qualifications, material weaknesses, and reportable 
conditions. 


Objective: Achieve and maintain unqualified (clean) 
audit opinions on all financial statements prepared by 
Interior. 


Performance Measure: Audits with unqualified audit 
opinions (see Figure 40). 


Figure 40 


Summary of FY 1998 Financial Statement Audits 


Exceptions Exceptions Noted 
Opinion on Noted on on Compliance Opinion on 
Financial Internal with Laws and Compliance 

Statements Control Regulations with FFMIA 
Department Unqualified Yes Yes No 
FWS Unqualified Yes No Yes 
USGS Unqualified Yes No Yes 
BIA * * * * 
BLM Unqualified Yes No Yes 
MMS * + * * 
NPS i ie ¥ 
BOR Unqualified Yes No Yes 
OSM Unqualified No No Yes 
Os * * * * 


* At time of publication, audit opinions had not been issued for these bureaus. 
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Audit Followup Program 


Interior views audit followup as a fundamental part of 
its ongoing effort to strengthen standards of account- 
ability and increase the efficiency and effectiveness of 
its programs and operations. As noted in Figure 41, 
Interior was the recipient of a substantial number of 
audit and review reports during 1998 requiring 
followup audit actions, including 382 Single Audits, 
89 Office of Inspector General program and contract 
audits, and 39 General Accounting Office audits. Au- 
dit followup actions included tracking the implemen- 
tation of audit recommendations, monitoring the re- 
covery of disallowed costs, and resolving disputed 
findings and recommendations. 


During 1998, Interior continued to make significant 
progress in implementing audit recommendations and 
closing audits, and in recovering disallowed costs and 
other funds owed the government. Interior achieved a 
31 percent overall closure rate on OIG audit reports 
and a 56 percent recovery rate on disallowed costs, 
which represented improvements over the prior fiscal 
year. 


Single Audits 


Interior provides over $2 billion each year in funding 
for grants, cooperative agreements, Indian Self-Deter- 
mination contracts, and Self-Governance Compacts to 
State and local governments, Indian Tribes, colleges 
and universities and other nonprofit organizations. 
Under the provisions of the Single Audit Act, the grant- 
ees financial operations, management control struc- 
ture, and level of compliance with applicable laws and 
regulations must be audited each year. All Single Au- 
dit reports are now forwarded to and screened by the 
Federal Single Audit Clearinghouse (Clearinghouse). 
Those Single Audit reports with findings and recom- 
mendations requiring OIG review and audit followup 
actions are then forwarded to the OIG for review and 
distribution to the appropriate bureaus. Each bureau 
is responsible for meeting with grantees and negotiat- 
ing resolution of the deficiencies identified in the au- 
dit reports, and for determining the allowableness of 
any expenditure of Federal funds which has been ques- 
tioned by the auditors. 


Figure 41 


Audit Follow-up Workflow 






OIG Program 
Audits 17.5% 89 


GAO Audits 


Single Audits 7.6% 39 


74.9% 382 


Total Audits = 510 


Reaching Timely Management Decisions on 
Single Audits 


Management decisions (agreement on actions to 
implement audit recommendations between the bu- 
reau and grantee) are expected to be agreed to within 
six months from receipt of the audit report. If an au- 
dit results in disallowed costs, bureaus are responsible 
for collecting the disallowed costs from the grantees. 
In 1998, 319 of 382 or 84 percent, of the Single Au- 
dits received from the Clearinghouse achieved man- 
agement decisions within six months from the issu- 
ance date of the audit report. 


Objective: Achieve management decision on all single 
audits within six months. 


Performance Measure: Audits with management deci- 
sions within six months. 


Collecting and Offsetting Disallowed Costs 


Interior made good progress during 1998 in closing 
audits and recovering disallowed costs. By the end of 
the year, 43 of 53 audits were closed (81 percent) and 
$3.76 million of the $6.7 million in disallowed costs 


were recovered (56 percent). 
Internal Audits 


Internal audits are audits conducted by the Office of 
Inspector General of the programs, organizations, and 
financial and administrative operations of Interior. One 
category of internal audits are those audits on how the 
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OIG presents recommendations to improve efficiency 
and where funds can be put to better use (FBU au- 
dits). Interior tracks the successful implementation of 
all FBU audit recommendations and FBU dollar esti- 
mates agreed to by management. Interior progressed 
in implementing recommendations and closing FBU 
audits during 1998, as 22 of 66 audits were closed 
(33 percent). The closed audits involved $3.2 million 
of FBU funds. 


General Accounting Office Audits 


The GAO audits are a major component of Interior's 
audit followup program workload. During 1998, a 
substantial number of GAO reviews were underway 
or initiated. There were 73 reviews in process during 
the year, of which 34 were terminated without issu- 
ance of a letter report or other work product. In addi- 
tion, there were 27 draft reports in process and 39 
final audit reports issued with 18 recommendations. 
Figure 42 summarizes the audits by major subject area. 
Interior successfully implemented 83 percent (15 of 
18) recommendations by the end of fiscal year. The 
remaining recommendations involve actions that could 
be cost prohibitive or long-term implementation 
plans; these are being reevaluated by Interior. 


Figure 42 


Distribution of GAO Audits 
By Major Subject Areas (Total of 39) 


Natural Resources 
10 
Parks & Refuges 
a uf 


Y Science 
Financial Management E oS - - 
4 Indian Affairs 
5 













Management Programs 
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Analysis of Financial Activity 


The Department prepares consolidated financial state- 
ments that include (1) a Statement of Financial Posi- 
tion, (2) a Statement of Net Cost, (3) a Statement of 
Changes in Net Position, (4) a Statement of Custodial 
Activity, and (5) a Statement of Budgetary Resources. 
Overall, these statements summarize the financial ac- 
tivity and financial position of the Department. Ad- 
ditional unaudited financial information is also pre- 
sented in the Supplemental Information section of the 
report. 


Operating Expenses 


As indicated in the Statement of Net Cost, the 1998 
net cost of Interior operations, after earned revenue, is 
approximately $8.3 billion. In comparison, the Fed- 
eral government expended over $375 billion for So- 
cial Security payments and almost $364 billion in in- 
terest payments on Treasury securities during fiscal 


year 1998. 


The largest expense of the Department is salaries and 
benefits (Figure 43). In terms of personnel, Interior is 
the sixth largest of the 15 Cabinet agencies, with ap- 
proximately 3.7 percent of total Executive Branch ci- 
vilian employment. During 1998, Interior’s full-time 
equivalent (FTE) employee level was 66,487, an in- 
crease of 759 or 1.2 percent over 1997. Since 1993, 
Interior has decreased staffing by 10,910 FTEs, a de- 


cline of over 14 percent. 


A portion of the increase in salary and benefit expenses 
is attributable to a change in accounting standards 
that requires Federal agencies to recognize expense for 
that portion of their retirement and other benefits paid 
by the Office of Personnel Management (see Note to 
the Financial Statements No. 15). 


Figure 43 


Operating Expenses 


(dollars in billions) 1998 1997 % Change 
Salaries and Benefits $3.75 $3.88 -0.3 
Contractual Services PUES | PAA OE 12.6 
Grants, Subsidies and 

Contributions 1.89 2.02 -6.4 
Other 1.63 1.30 25.4 
Total $9.60 $9.27 3.6 


by, 


Revenues 


In general, Interior's missions are intended to be 
funded by general government funds derived from tax 
receipts and other sources. However, an increasing 
number of Departmental activities are being supported 
by other fees and collections. 


Federal government revenue is classified as either Ex- 
change Revenue or Non-exchange Revenue. Exchange 
Revenue occurs when both parties to the transaction 
receive value (e.g., the government sells maps, or other 
products and services to the public for a price). Non- 
exchange Revenue occurs when only one party receives 
value (e.g., donations to the government from the 
public or government demands for payment through 
taxes, fines and penalties). Only Exchange Revenues 
are presented on the Statement of Net Cost, so that 
the statement reflects, to the extent possible, the net 
cost to the taxpayer of agency operations. 


Interior's revenues from the public derive from sales of 
hydroelectic power, entrance fees at parks and wildlife 
refuges, sales of maps, and other products and services 
directly related to the operating responsibilities of the 
Department (Figure 45). Approximately $853 mil- 
lion of revenues were collected from the public and 
were either retained in the Department after congres- 
sional appropriation to further Interior's mission, or 
were returned to the General Fund of the Treasury. 
This represents a decrease of 25 percent over the prior 
year. These revenues offset the taxpayers’ investment 
in the Department. In addition, Interior earned $721 
million from other Federal agencies, mostly resulting 
from cross-servicing agreements or reimbursable ser- 
vices to other agencies. These efforts help reduce the 
total cost of government operations by sharing exper- 
tise among agencies. 


During 1998, the Department collected over $5.9 
billion in revenue (see Statement of Custodial Activ- 
ity) from Outer Continental Shelf and onshore oil, 
gas, and mineral lease sales and royalties, making In- 
terior one of the largest collectors of revenue in the 
Federal government. This was a decrease of $335 mil- 
lion from the prior year. These receipts are presented 
on the Department's Statement of Custodial Activity 
since these collections, under Federal accounting rules, 
are considered to be revenue of the government as a 
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Figure 44 


mi=\0(5) 021m al larclaleits|meltciislantsiales 


| Statement | Federal Objective 


The Federal Statement of 
Financial Position is intended 
to present the agency’s 
financial position -- assets, 
liabilities, and net position -- at 
the statement date. 





Intended to demonstrate the 
cost of missions and programs 
accomplished by the 
Department for the taxpayer. 








Statement of 
Financing 























Other Information 

e Federal assets are split between those that are available to the 
Department for use in its operations (also referred to as “Entity 
Assets”) and those which the Department holds in its name, 
but which it cannot use. These assets, held on behalf of 
others, arise primarily when the Department is responsible for 
collection of monies which under law must be forwarded to the 
General Fund at U.S. Treasury or to other Federal agencies 
upon or shortly after receipt. 





e The Statement of Financial Position separates those liabilities 
for which funds have been appropriated from those which have 
not yet been funded. 





This statement differs from private sector operating statements in 
several ways: 


e First, expenses are presented at the top of the statement and 
revenues earned from the sale of goods and services are 
deducted from those expenses. This is due to the fact that the 
objective of most government agencies is not to “make 
money.” Rather, the objective is to efficiently and effectively 
carry out the missions and responsibilities assigned to the 
agency by the Congress and the President, elected 
representatives of the people. 


e The “bottom line” of the Statement of Net Cost is not “net 
income” or “net loss,” because the effectiveness of Federal 
agencies simply cannot be evaluated by comparing revenues 
against expenses. The bottom line is instead “Net Cost of 
Operations” which discloses to the reader, at a very summary 
level, what the taxpayer has invested in the operations of the 
agency. 








Explains how the Net Cost to 
the taxpayer for the 
Department's operations was 
funded, and reports other 
changes in equity which are 
not included in the Statement 
of Net Cost. 














e “Appropriations Used” in any given period as reported on the 
Statement of Changes in Net Position will not exactly match 
expenses for that period, since budgetary accounting rules and 
financial accounting rules may recognize certain transactions 
and events at different points in time. 





Presents financial information 
related to oil and gas royalties 
and lease payments collected 
by the Department on behalf 
of the Federal government. 








e The top half of this statement presents the source of Royalty- 
based collections. The bottom half presents the disposition of 
those collections (e.g., transfers to the Department of the 
Treasury, States, Indian Tribes, and others). 








Provides information about 

how budgetary resources were 
made available as well as their 
status at the end of the period. 





e Recognition and measurement of budgetary information 
reported on this statement is based on budget terminology, 
definitions, and guidance in OMB Circular A-34, “Instructions 


on Budget Execution." 





Reports the differences and 
facilitates the understanding of 
the differences between the 
net cost of operations and the 
obligations of budget authority. 








budget authority. 





e Accrual-based measures used in the Statement of Net Cost 
differ from the obligation-based measures used in the 
Statement of Budgetary Resources. In order to understand 
these differences, information is needed to reconcile financial 
(proprietary) net cost of operations and the obligations of 
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whole rather than of the Department. These revenues 
are distributed primarily to Federal and State treasur- 
ies, Indian Tribes and allottees, the Land and Water 
Conservation Fund, and the Historic Preservation 


Fund. 


Figure 45 


Exchange Revenue 


(dollars in billions) 1998 1997 % Change 
Revenue from Sale of Goods and 
Services to the Public $.85 $1.13 -24.8 
Revenue from Sale of Goods and 
Services to Federal Agencies ae .67 7.5 
Other Revenue 32 55 -41.8 


Budgetary Resources 


The Department obtains most of its funding from 
general government funds maintained by the Treasury 
Department and appropriated for Interior's use by 
Congress. 


Interior's 1998 budget authority (as reported in the 
fiscal year 2000 budget request) was approximately 
$10.5 billion. This represents an increase of almost 
$580 million or 5.8 percent over 1997. The $10.5 
billion is greater than the $9.9 billion in budgetary 
authority reported in the Statement of Budgetary Ac- 
tivity because of differences between budgetary and 
federal accounting guidance. The most significant dif- 
ference relates to the treatment of Tribal and Indi- 
vidual Indian Trust funds, assets which do not belong 
the the Federal government. These amouts, which are 
discussed in detail in Note 18 of the consolidated fi- 
nancial statements, are excluded from Interior's finan- 
cial statements but through fiscal year 1999 are in- 
cluded in Interior’s budget requests. 


Measured in terms of dollar resources, the Depart- 
ment, with one-half of one percent of the entire Fed- 
eral budget, spends less funds than all but two of the 
Cabinet agencies. Despite its relatively low funding, 
the Department touches the lives of most citizens, of- 
ten on the person-to-person level through its respon- 
sibility for the national parks, wildlife refuges, public 
land recreation areas, topographic maps, dams and 
water projects. Its operations are located throughout 
the country and have an immense impact on indi- 
viduals throughout America and its programs provide 
a tangible return to taxpayers. 


4] 


Since budgetary accounting rules and financial account- 
ing rules may recognize certain transactions and events 
at different points in time, Appropriations Used (Fig- 
ure 46) in any given period as reported on the State- 
ment of Changes in Net Position will not exactly match 
expenses for that period. 


Figure 46 
AN) ©) Ke) o)at=1e(e) ars) 
(dollars in billions) 1998 1997 % Change 
Appropriations Used to Finance 
Operations $8.8 $8.4 4.8 
Assets 


Approximately 10 percent of Interior's assets are held 
on behalf of others and are not available for Depart- 
mental use. Approximately 34 percent of the 
Department's $50 billion in assets (see Statement of 
Financial Position) is composed of General Property, 
Plant, and Equipment (Figure 47). 


Most of Interior's Buildings, Structures, and Facilities 
are composed of dams and power and irrigation facili- 
ties managed by the Bureau of Reclamation. The re- 
mainder consists of buildings and other structures and 
facilities used in the Department's operations (e.g., 
visitor centers, fish hatcheries, and Bureau of Indian 


Affairs schools). 


Interior's reported values for Property, Plant, and 
Equipment (PP&E) exclude stewardship property, 
such as land for national parks and national wildlife 
refuges, public domain land, historic buildings, and 
national monuments. Although these stewardship as- 
sets are priceless, they do not have an identifiable fi- 
nancial value and therefore, cannot be adequately pre- 
sented on a numerically based Statement of Financial 
Position. An in-depth discussion of these assets is pre- 
sented in the Stewardship Assets and Investments sec- 
tion of the report. 


Figure 47 
Property, Plant, and Equipment (PP&E) 


(dollars in billions) 1998 1997 % Change 
Buildings, Structures, and Facilities $16.6 $16.5 0.6 
Other General PP&E 0.7 0.6 16.6 
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The Fund Balance with Treasury, which is essentially 
the amount of funds made available to the agency by 
congressional appropriation which are in agency ac- 
counts at Treasury, is $5.6 billion (Figure 48). The 
Treasury Department functions like a bank, and 
Interior's Fund Balance with Treasury is somewhat 
analogous to a checking account. The portion of Fund 
Balance with Treasury available to the Department for 
spending at any point in time depends on the terms 
of appropriation language and other factors. 


Figure 48 


Fund Balance with Treasu 


(dollars in billions) 1998 1997 % Change 
Fund Balance with Treasury $5.6 $4.8 16.6 


The Department has Restricted Assets in Conserva- 
tion and Reclamation Funds (Figure 49). These 
amounts derive primarily from royalties and lease pay- 
ments generated from oil and gas extracted from the 
Outer Continental Shelf. The restricted asset Conser- 
vation account includes the Land and Water Conser- 
vation Fund and the Historic Preservation Fund. Ap- 
proximately $897 million was deposited in these funds 
in fiscal year 1998. This was a decrease of 14 percent 
compared to fiscal year 1997 due to the expiration of 
the law authorizing the transfer of these funds to the 
Historic Preservation Fund. Spending authority for 
the conservation accounts is approved in subsequent 
years through congressional appropriations. 


Figure 49 


Restricted Assets 


(dollars in billions) 1998 1997 % Change 
Land and Water Conservation Fund $11.9 $11.9 0 
Historic Preservation Fund 2:3 22 4.5 
Reclamation Fund 3.3 3.1 6.5 


Liabilities and Net Position 


Federal agencies, by law, cannot make any payments 
unless funds have been appropriated by Congress. The 
Department's unfunded liabilities (approximately $1.2 
billion, or 11 percent of total liabilities) consist pri- 
marily of legal and environmental contingent liabili- 
ties and unfunded annual leave, both of which are 
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considered expense and liability in the current period, 
but which will be paid out of funds made available to 
the agency in future years. 


Contingent liabilities reflect Interior's potential re- 
sponsibility for cleanup of contaminated sites and for 
legal claims brought against the Department. The 
Department's liability for financial statement purposes 
for environmental cleanup is limited to those sites 
where Interior is or may be held to be legally liable for 
remediation of the hazard, for example, underground 
fuel tanks installed by the Department. In addition, 
there are numerous sites, including abandoned mines 
and illegal waste dumps, where other parties have 
caused contamination on lands managed by the De- 
partment. Although Interior bears no legal responsi- 
bility for these hazards, the Department will often, in 
its stewardship capacity, correct the environmental haz- 
ard. Wherever feasible, Interior will initiate collection 
efforts against the responsible parties. The Department 
has recognized $275 million for potential environmen- 
tal cleanup liabilities and $396 million related to other 
claims and litigation. 


The Net Position of the Department consists of three 
components: (1) Unexpended Appropriations, (2) 
Cumulative Results of Operations, and (3) Restricted 
Equity. The Unexpended Appropriations account re- 
flects spending authority made available to the De- 
partment by congressional appropriation that has not 
yet been used by Interior. Cumulative Results of Op- 
erations reflects the net results of the Department's 
operations over time. Restricted Equity reflects funds 
in the Land and Water Conservation Fund, Historic 
Preservation Fund, and Reclamation Fund; these 
amounts have not yet been made available for Depart- 
mental use by congressional appropriation. In total, 
Interior's Net Position is $39.9 billion, of which $15.9 
billion is Restricted Equity. 


Financial Management Performance 


Interior continually strives to improve the efficiency 
of financial management operations to increase cus- 
tomer satisfaction and decrease costs to the Depart- 
ment. 
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Prompt Payment Performance 


Payment is required to be made within 30 days of 
receipt of invoice or the Federal government is required 
to pay interest. Performance is measured by the per- 
centage of late payments requiring interest penalties, 
compared to the total number of payments subject to 
the Prompt Payment Act. Interior's objective is to re- 
duce the percentage of payments with interest penal- 
ties and the percentage of interest paid to a level at or 
below the governmentwide average of three percent. 


In January 1997, the Department established an ini- 
tiative to reduce the number and dollar amount of 
interest penalties paid and improve its overall on-time 
payment performance. The initiative has paid divi- 
dends with noticeable improvement in a number of 
Prompt Pay measures. 


Interior's on-time payment percentage increased from 
77 percent in 1997 to 82 percent in 1998. In addi- 
tion, the dollar amount of late payment interest pen- 
alties paid decreased by 25 percent and the number 
of occurrences decreased by 32 percent. 


Over the past several years, the number of payments 
subject to the Prompt Payment Act has shown a steady 
decline. This decrease is attributable to the 
Department's increased use of the governmentwide 
purchase card. Figures 50 and 51 show selected prompt 
pay statistics for 1996 to 1998. 


This improvement effort will continue and during 
1999 is expected to achieve significantly better pay- 
ment performance as a result of using new technolo- 
gies and best practices. 


Figure 50 


Timeliness of Vendor Payments 


Percent of Payments 
1998 1997 1996 


On-time 82.0% 77.1% 72.8% 
Early 0.6% 0.6% 0.8% 
Late 17.4% 22.3% 26.4% 

Interest penalty paid (6.0%) (8.8%) (9.8%) 


Interest not due * (10.8%) (12.9%) (15.9%) 
Interest due but not paid (0.6%) (0.6%) (0.7%) 
* Interest was not due because interest was less than $1 


Fiscal Year 1998 Interior Accountability Report 


Figure 51 


SY =1(= 1011210 I ea £0) 00) 0) 08 t= hV An DSI Fe 


1998 1997 1996 
Invoices paid: 
Dollar amount (millions) $1,901 $1,810 $1,874 


Number 530,915 534,099 612,061 
Interest penalties: 

Dollar amount (millions) $0.9 $1.2 $1.4 

Number 31,752 46,797 60,422 


Interest penalties as 

a percent of invoices paid: 
Dollar amount 0.047% 0.067% 0.075% 
Number 6.0% 8.8% 9.9% 


Use of Electronic Funds Transfer (EFT) 


The Debt Collection Improvement Act (DCIA) of 
1996 requires that all payments be made by Elec- 
tronic Funds Transfer by January 2, 1999, unless coy- 
ered by a waiver; this is measured by the percentage of 
total payments issued that were completed using elec- 
tronic mechanisms. The Department's objective is to 
use electronic funds transfer to the maximum extent 
possible, except for payments covered by waivers. 


Over the past two years, Interior has increased the 
percentage of payments made by EFT. Figure 52 shows 
EFT performance over the past two years for salary 
payments, vendor payments, and miscellaneous pay- 
ments. 


Figure 52 


Electronic Funds Transfer Payments 





1998 


BB 1997 
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Debt Collection 


The collection of delinquent debt due from the pub- 
lic is a major goal of the Debt Collection Improve- 
ment Act. The DCIA requires agencies to transfer eli- 
gible debt to the Department of the Treasury. Interior's 
objective is to transfer all eligible debt to the Depart- 
ment of the Treasury in compliance with DCIA. In an 
effort to fulfill its statutory obligations, the Depart- 
ment has implemented two debt management initia- 
tives that are intended to control and manage debt 
due from the public and to ensure that future delin- 
quencies are held to a minimum. These include refer- 
ring 180-day and older delinquent debt to the U.S. 
Treasury for cross-servicing and referring delinquent 
debts to the Treasury Offset Program. The 
Department's debt management policies are designed 
to (1) provide sufficient and accurate management in- 
formation, (2) help bureaus become more effective in 
their debt collection efforts, and (3) initiate appropri- 
ate litigation as necessary. With the new legal man- 
dates and policies now being implemented, the De- 
partment expects a greater rate of collection in the 
years ahead. 


In 1998, approximately $133 million (50 percent) of 
the Department's $266 million accounts receivables 
due from the public were considered delinquent. The 
nature of this debt, comprising fines and penalties, 
has a historically high rate of write-ofts. Figure 53 shows 
the Department's accounts receivable balances (net of 
allowance for doubtful accounts) due from the public 


for 1996 to 1998. 


Figure 53 


Interior Net Accounts Receivable Balances 
($ in millions) 





1996 1997 1998 


Civil Monetary Penalties 


In 1998, civil monetary penalties were assessed in the 
amount of $2.3 million. During the same period, $2.1 
million was actually collected. Civil monetary penal- 
ties are assessed as a result of enforcement actions by 
the Office of Surface Mining, the Bureau of Land 
Management, the Minerals Management Service, and 
the Fish and Wildlife Service. Figure 54 shows civil 
monetary assessments and collections for 1996 to 1998. 


Figure 54 


Interior Civil Monetary Penalties 
($ in millions) 





1996 1997 1998 
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E-IN-MOA-001-99-M 


United States Department of the Interior 


OFFICE OF INSPECTOR GENERAL 
Washington, D.C. 20240 





APR 19 1999 
AUDITORS REPORT 


Memorandum 
To: Assistant Secretary for Policy, Management and Budget and Chief Financial Officer 


Subject: Auditors Report on Department of the Interior Financial Report for Fiscal Years 1998 
and 1997 (No. 99-I-438) 


SUMMARY 


In our audit of the Department of the Interior’s financial report for fiscal year 1998, we found the 
following: 


- The principal financial statements were presented fairly in all material respects. The 
Department of the Interior’s principal financial statements consist of the Consolidated Statement 
of Financial Position as of September 30, 1998, and 1997; the Consolidated Statement of Net Cost 
of Operations, the Consolidated Statement of Changes in Net Position, and the Consolidated 
Statement of Custodial Activity for the fiscal years ended September 30, 1998, and 1997; and the 
Combined Statement of Budgetary Activity for the fiscal year ended September 30, 1998. 


- Our tests of internal controls identified weaknesses in the following areas that we consider 
to be material weaknesses: National Park Service controls over the construction-in-progress account, 
Bureau of Indian Affairs controls over the property management accounts, Bureau of Indian Affairs 
general controls over automated information systems, and Bureau of Indian Affairs controls over 
financial integrity reviews. We believe that weaknesses in the following areas are reportable 
conditions: the Department and bureau controls over deferred maintenance, U.S. Geological Survey 
controls over its data processing environment, Department and bureau controls over summarizing 
transactions as Government and non-Government, and Department and bureau controls over trading 
partner data. 


- Our tests of compliance with laws and regulations identified specific noncompliance issues 
for the Bureau of Indian Affairs that are required to be reported concerning the Chief Financial 
Officers Act of 1990, the Debt Collection Improvement Act of 1996, the Credit Reform Act of 1990, 
the Prompt Payment Act, and the Federal Financial Management Improvement Act of 1996. 


Our conclusions are detailed in the sections that follow. 
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OPINION ON FINANCIAL STATEMENTS 


In accordance with the Chief Financial Officers Act of 1990, we audited the Department of the 
Interior’s principal financial statements for the fiscal years ended September 30, 1998, and 1997, 
as contained in the Department of the Interior’s accompanying "1998 Annual Report." The 
Department of the Interior is responsible for these principal financial statements, and we are 
responsible for expressing an opinion, based on our audit, on these principal financial statements. 
We did not audit the information contained in Note 18 related to Indian Trust Funds. This 
information was audited by other auditors whose report has been provided to us, and our opinion, 
insofar as it relates to the information contained in Note 18, is based solely on the report of the other 
auditors. 


Our audit was conducted in accordance with the "Government Auditing Standards," issued by the 
Comptroller General of the United States, and with Office of Management and Budget 
Bulletin 98-08, "Audit Requirements for Federal Financial Statements," as amended, and was 
completed on March 31, 1999. These audit standards require that we plan and perform the audit to 
obtain reasonable assurance as to whether the accompanying principal financial statements are free 
of material misstatement. An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the principal financial statements and the accompanying notes. An audit 
also includes assessing the accounting principles used and the significant estimates made by 
management. We believe that our audit work provides a reasonable basis for our opinion. 


In our opinion, the principal financial statements, including the accompanying notes, present fairly, 
in all material respects, the consolidated financial position of the Department of the Interior as of 
September 30, 1998, and 1997, and its consolidated net cost, changes in net position, and custodial 
activity for the years ended September 30, 1998, and 1997, and combined budgetary resources and 
outlays for the year ended September 30, 1998, on the basis of accounting described in Note 1 to 
the financial statements. 


As explained in Note 16, the Department reclassified land costs that were previously recorded in 
the structures and other facilities account to the standard general ledger account for land and adjusted 
the accumulated depreciation. In addition, the Department, as explained in Note 16, changed its 
method for reporting royalty collections that were transferred to the Bureau of Reclamation. In 
fiscal year 1997, the Department reported this as revenue in its Consolidated Statement of Net Cost. 
However, to comply with Statement of Federal Financial Accounting Standard No. 7, "Accounting 
for Revenue and Other Financial Sources," the Department reported these collections as other 
financing sources in its fiscal year 1998 Consolidated Statement of Changes in Net Position. 


In addition, as discussed in Note 16, the Department adjusted its construction-in-progress account 
to remove heritage assets and general property, plant, and equipment that had been previously 
completed. These adjustments were made to comply with Statement of Federal Accounting 
Standard No. 6, "Accounting for Property, Plant, and Equipment." 


Our audit was conducted for the purpose of forming an opinion on the consolidated and combined 
principal financial statements taken as a whole. The accompanying consolidating and combining 
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information is presented for purposes of additional analysis of the consolidated and combined 
principal financial statements. The consolidating and combining financial statements for fiscal year 
1998 (pages 92-99) were subjected to the auditing procedures applied in the audit of the consolidated 
and combined principal financial statements and, in our opinion, are fairly stated in all material 
respects in relation to the consolidated and combined principal financial statements taken as a whole. 


The required supplementary stewardship information (pages 101-116) is not a required part of the 
principal financial statements but is supplemental information required by the Federal Accounting 
Standards Advisory Board. We have applied certain limited procedures, which include discussions 
with management on the methods of measurement and presentation of the supplemental information. 
However, we did not audit the information and therefore express no opinion on it. 


REPORT ON INTERNAL CONTROLS 


Management of the Department of the Interior is responsible for establishing and maintaining an 
internal control structure which provides reasonable assurance that the following objectives are met: 


- Transactions are properly recorded, processed, and summarized to permit the preparation of 
the principal financial statements and required supplementary stewardship information in accordance 
with Federal accounting standards. 


- Assets are safeguarded against loss from unauthorized acquisition, use, or disposition. 


- Transactions are executed in accordance with (1) laws governing the use of budget authority 
and with other laws and regulations that could have a direct and material effect on the principal 
financial statements or required supplementary stewardship information and (2)-any other laws, 
regulations, and Governmentwide policies identified by the Office of Management and Budget. 


Because of inherent limitations in any internal control structure, errors or fraud may occur and not 
be detected. Also, projections of the internal controls over financial reporting to future periods are 
subject to the risk that the internal controls may become inadequate because of changes in conditions 
or that the degree of compliance with the policies or procedures may deteriorate. 


In planning and performing our audit, we obtained an understanding of the relevant internal control 
policies and procedures, determined whether these internal controls had been placed in operation, 
assessed control risks, and performed tests of controls in order to determine our auditing procedures 
for the purpose of expressing an opinion on the principal financial statements and not to express 
assurance on the internal controls over financial reporting. Consequently, we do not express an 
opinion on internal controls. We also reviewed the Department’s most recent report required by the 
Federal Managers’ Financial Integrity Act of 1982 and compared it with the results of our evaluation 
of the Department’s internal control structure. 


Our consideration of the internal controls over financial reporting and compliance would not 
necessarily disclose all matters in the internal control structure over financial reporting that might 
be reportable conditions. Under standards established by the American Institute of Certified Public 
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Accountants and by Office of Management and Budget Bulletin 98-08, reportable conditions are 
matters coming to our attention relating to significant deficiencies in the design or operation of the 
internal controls that, in our judgment, could adversely affect the agency’s ability to record, process, 
summarize, and report financial data consistent with the assertions by management in the financial 
statements. Material weaknesses are reportable conditions in which the design or operation of one 
or more of the internal control components does not reduce to a relatively low level the risk that 
misstatements in amounts that would be material in relation to the financial statements being audited 
may occur and not be detected within a timely period by employees in the normal course of 
performing their assigned functions. However, we noted certain matters discussed in the paragraphs 
that follow involving the internal control structure and its operation that we consider to be material 
weaknesses or reportable conditions. 


Material Weaknesses 


A. National Park Service Needs Improved Controls Over Construction-in-Progress Account 


The National Park Service did not have sufficient internal control procedures to ensure that the 
general ledger control account for construction-in-progress was accurately stated and properly 
supported. The account included construction costs that were not in compliance with the Federal 
Accounting Standards for heritage assets; non-Federal assets; and general property, plant, and 
equipment that had been placed into service prior to the current period. When this deficiency was 
brought to the attention of Park Service management, adjustments totaling $480.8 million were made 
to the construction-in-progress account, with related adjustments made to buildings, other structures, 
and expenses and prior period adjustments for fiscal years 1998 and 1997. According to Park 
Service officials, a project team will be established in fiscal year 1999 to verify the adjustments and 
ensure that all costs for completed projects are posted to the appropriate accounts. 


B. Bureau of Indian Affairs Needs Improved Controls Over Property Management Accounts 


The Bureau of Indian Affairs did not have sufficient internal control procedures to ensure that the 
construction-in-progress, land improvements, buildings, other structures and facilities, equipment, 
and related accumulated depreciation and depreciation expense accounts were accurately stated and 
properly supported. For example, we identified items that were included in the property accounts 
which did not belong to the Bureau, items that had incorrect acquisition costs, items that were 
duplicated in the accounts, and completed projects that were not transferred out of the construction- 
in-progress account after they had been completed. 


C. Bureau of Indian Affairs Needs Improved General Controls Over Automated Information 
Systems 


The Bureau of Indian Affairs continues to have ineffective general controls over certain automated 
information systems operated by the Bureau and is not in compliance with the requirements of Office 
of Management and Budget Circulars A-127, "Financial Management Systems," and A-130, 
"Management of Federal Information Resources," and with the Federal Managers’ Financial 
Integrity Act of 1982. Specifically, the Bureau did not (1) have an effective system security program 
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and had not enforced personnel policies and procedures to ensure adequate system security, (2) 
classify its resources to determine the level of security needed, (3) monitor visitor activities and 
perform adequate housekeeping to safeguard computer hardware, (4) perform periodic reviews to 
ensure that users’ access levels were appropriate, (5) ensure that the proper version of an application 
was used in production, (6) have segregation of duties for the system support functions, (7) have 
controls over system software to effectively detect and deter inappropriate use, and (8) have an 
effective means of recovering or of continuing computer operations in case a system fails. 


D. Bureau of Indian Affairs Needs Improved Controls Over Financial Information Integrity 
Reviews 


The Bureau of Indian Affairs did not have sufficient internal control procedures to ensure that errors 
and invalid transactions contained in its general and subsidiary ledgers, listings, and reports were 
timely identified and corrected at September 30, 1998. This occurred because the Bureau had not 
developed and implemented an effective financial information integrity review, reconciliation, and 
correction process. 


Department of the Interior Comments 


The Department concurs with the need for the Park Service to ensure that completed assets are 
removed from the construction-in-progress account. However, the Department does not concur with 
an interpretation of accounting guidance that requires that the cost of heritage assets under 
construction be omitted from construction-in-progress accounts. Rather, the Department believes 
that general ledger control over this activity is essential to the proper management of construction 
activity and that heritage assets under construction should be accounted for and managed in the same 
manner as other construction projects. However, for fiscal years 1998 and 1997, the Department 
agreed to post appropriate adjustments to expense heritage assets under construction. The 
Department intends to raise this issue with appropriate financial standard setting authorities during 
fiscal year 1999. 


Regarding the Bureau of Indian Affairs material weaknesses, the Department has reported real 
property management and accounting as a material weakness under the Federal Managers’ Financial 
Integrity Act program and has a corrective action plan to correct the material weakness. Further, the 
Department is taking steps to improve general controls over automated information systems, and 
corrective action plans on other material weaknesses identified under the program are addressing the 
need to improve controls over financial information. 


Reportable Conditions 


A. The Department and the Bureaus Need Improved Controls Over Deferred Maintenance 
Management and Reporting 


In accordance with Office of Management and Budget Bulletin 98-08, we reviewed the internal 
controls related to transactions and other data that support the reported information on deferred 
maintenance in the bureaus to determine whether the transactions were properly recorded, 
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processed, and summarized. We found that formal policies and procedures for conducting periodic 
condition assessment surveys and computing deferred maintenance funding estimates needed to be 
established by the Department and the bureaus to promote consistency and accuracy. In addition, 
the supervisory and monitoring controls over deferred maintenance reporting required strengthening 
to ensure that the deferred maintenance estimates are supported by adequate documentation. 


B. U.S. Geological Survey Needs Improved Controls Over the Data Processing Environment 
at the Reston Enterprise Data Services Center 


The November 1998 report "Additional Controls Over the Data Processing Environment at the 
U.S. Geological Survey, Reston Enterprise Data Services Center" (No. 98-CAO-13), issued by the 
Office of Inspector General, U.S. House of Representatives, was the second report issued by the 
House’s Office of Inspector General on the Data Services Center. The report stated that the 
Geological Survey had made significant progress in addressing the weaknesses and problems 
identified in the first report. However, the report identified additional weaknesses in the general 
control areas of Data Center management and operations; mainframe computer system physical and 
logical security; telecommunications security; and contingency planning, including backup 
procedures for preventing data loss and for the recovery of data in case of a disaster. According to 
the report, the identified weaknesses increased the risk of unauthorized access and modifications to, 
and disclosure of, information processed on the Data Center’s mainframe computer. Also, the report 
noted that the weaknesses increased the potential for operational errors, which could adversely affect 
service continuity. The report identified 46 recommendations (24 from the prior report and 22 from 
the current report) that had not been implemented. 


C. The Department and the Bureaus Need Improved Controls Over Summarizing 
Transactions as Government and Non-Government 


The Department’s and the bureaus’ internal controls were not sufficient to provide reasonable 
assurance that transactions were properly summarized as Federal (Government) or Public (non- 
Government) in the general ledger accounts as required by Office of Management and Budget 
Bulletin 97-01, "Form and Content of Agency Financial Statements," as amended. 


D. The Department and the Bureaus Need Improved Controls Over Trading Partner Data 

The Department’s and the bureaus’ internal controls were not sufficient to provide reasonable 
assurance that transactions with other Federal agencies (trading partners) were properly summarized 
as required by the Treasury Financial Manual. Trading partner data are not reported in the 
Department of the Interior’s principal financial statements. The Department of the Treasury requires 


the trading partner data to be included in support of the Governmentwide consolidated financial 
report. 


Department of the Interior Comments 


The Department recognizes the need to improve controls over deferred maintenance management 
and reporting and, this past year, declared this a material weakness under the Federal Managers’ 


6 


=H 





Fiscal Year 1998 Interior Accountability Report Inspector General Audit Opinion 


Financial Integrity Act program. A corrective action plan is being developed to improve controls 
in this area. 


The Department recognizes the need to continue to improve the controls over the data processing 
environment at the Reston Enterprise Data Services Center. Actions are being taken to implement 
recommendations to improve the controls over the data processing environment. 


The Department also recognizes the need to continue to improve the accuracy of Government and 
non-Government data and trading partner data submitted to the Department of the Treasury in 
support of the Governmentwide consolidated financial statements. Fiscal year 1998 was the first 
year that trading partner information was required. The Department continues to improve the 
processes supporting submission of financial data to the Department of the Treasury. 


Stewardship and Performance Measures 


We considered the Department of the Interior’s internal controls over the required supplementary 
stewardship information by obtaining an understanding of the Department’s internal controls relating 
to the preparation of the required supplementary stewardship information to determine whether 
these internal controls had been placed in operation, assessed the control risk, and performed tests 
of these controls. However, providing assurance on these internal controls was not an objective of 
our audit, and accordingly, we do not provide assurance on such controls. 


Finally, with respect to the internal controls related to the reported performance measures, we did 
not obtain an understanding of the design of significant internal controls related to the existence and 
completeness assertions. Accordingly, we do not provide assurance on such controls. 


REPORT ON COMPLIANCE WITH LAWS AND REGULATIONS 


Management of the Department of the Interior is responsible for complying with laws and 
regulations applicable to that agency. As part of obtaining reasonable assurance about whether the 
agency’s principal financial statements are free of material misstatement, we performed tests of the 
Department’s compliance with certain provisions of laws and regulations, noncompliance with 
which could have a direct and material effect on amounts contained in the principal financial 
statements and certain other laws and regulations specified in Bulletin 98-08, including the 
requirements referred to in the Federal Financial Management Improvement Act of 1996. However, 
providing an opinion on compliance with certain provisions of laws and regulations was not an 
objective of our audit, and accordingly, we do not express such an opinion. 


The results of our tests of compliance with laws and regulations discussed in the preceding paragraph 
exclusive of the Federal Financial Management Improvement Act disclosed the instances of 
noncompliance that are required to be reported under the "Government Auditing Standards" or 
Bulletin 98-08 as follows: 


- Chief Financial Officers Act of 1990. The Bureau of Indian Affairs had not effectively 
established and implemented general and financial management practices and improved its systems 
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of accounting, financial management, and internal controls to ensure the issuance of reliable 
financial information and to provide for the production of complete, reliable, timely, and consistent 


financial information. As such, the Bureau was not in compliance with these requirements of the 
Chief Financial Officers Act. 


- Debt Collection Improvement Act of 1996. The Bureau of Indian Affairs was not in 
compliance with the Debt Collection Improvement Act, which requires that all eligible receivables 
delinquent for more than 180 days be referred to the U.S. Treasury for collection. The Bureau had 
accounts receivable of at least $31.3 million and loans receivable of at least $16.7 million that were 
delinquent for more than180 days and were eligible for referral at September 30, 1998. 


- Credit Reform Act of 1990. The Bureau of Indian Affairs was not in compliance with the 
Credit Reform Act, which requires that Federal agencies properly record and account for loan costs 
and guarantees, including performing subsidy reestimates for the post-1991 credit reform direct and 
guaranteed loans. The Bureau used assumptions in developing subsidy reestimates that were not 
consistent with the guidance in Federal Financial Accounting Standard No. 2, "Accounting for 
Direct Loans and Loan Guarantees," and Office of Management and Budget Circular A-11, 
"Preparation and Submission of Budget Estimates." As a result, we were unable to determine 
whether the Bureau’s reestimate adjustments included in its financial statements for fiscal year 1998 
were accurate. 


- Prompt Payment Act. The Bureau of Indian Affairs was not in compliance with the Prompt 
Payment Act, which requires that Federal agencies pay their bills on time, pay interest penalties 
when payments are made late, and take discounts only when payments are made within the discount 
period and are advantageous to the Government. A December 11, 1998, Prompt Payment Act 
quality control review prepared by the Chief, Washington Administrative Service Center - West, 
which covered the fourth quarter of fiscal year 1998, stated that the overall accuracy of the Bureau’s 
Prompt Payment Report was not acceptable because of the number of payment processing errors 
found. 


Under the Federal Financial Management Improvement Act, we are required to report whether the 
Department’s financial management systems are in substantial compliance with requirements for 
Federal financial management systems, Federal accounting standards, and the U.S. Government 
Standard General Ledger at the transaction level. To meet these requirements, we performed tests 
of compliance using the implementation guidance for the Federal Financial Management 
Improvement Act included in Appendix D of Bulletin 98-08. 


- Federal Financial Management Improvement Act. As discussed in the Report on Internal 
Controls section of this report, we believe that the material internal control weaknesses concerning 
the ineffective general controls over the Bureau of Indian Affairs automated information systems are 
significant departures from the requirements of Office of Management and Budget Circulars A-127 
and A-130 and are therefore instances of substantial noncompliance with the Federal financial 
management systems requirements under the Federal Managers’ Financial Integrity Act of 1982. 
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Department of the Interior Comments 


The Department recognizes that the Bureau of Indian Affairs continues to need to improve financial 
operations. Accordingly, the Department has declared Bureau material weaknesses in the following 
areas: real property management, debt collection, acquisition management, irrigation operation and 
management, and records management. The Department has corrective action plans under way to 
address and correct each weakness. The Department continues to work with the Bureau in its efforts 
to eliminate the qualification on the Bureau’s financial statements. 


CONSISTENCY OF OTHER INFORMATION 


We reviewed the financial information presented in the Department of the Interior’s overview and 
in the required supplemental information to determine whether the information was consistent with 
the principal financial statements. Based on our review, we determined that the information in the 
overview and in the required supplemental information was consistent with information in the 
principal financial statements. 


PRIOR AUDIT COVERAGE 


Based on our review of prior Office of Inspector General audit reports, we found that the material 
internal control weaknesses for the Bureau of Indian Affairs identified in the Internal Control 
section of this report were also reported as internal control weaknesses as follows: 


- The June 1998 report "Followup of General Controls Over Automated Information Systems, 
Operations Service Center, Bureau of Indian Affairs” (No. 98-I-483) stated that the general control 


weaknesses and risks identified in our audit for fiscal year 1996 continued to exist during fiscal year 
L097 


- The April 1998 report "Bureau of Indian Affairs Principal Financial Statements for Fiscal 
Years 1996 and 1997" (No. 98-I-407) identified internal control weaknesses in property management 
accounts, general controls over automated information systems, and controls over financial integrity 
reviews. In addition, the report noted that the Bureau’s general controls over its automated 
information systems were not in compliance with requirements of Federal financial management 
systems under the Federal Managers’ Financial Integrity Act and that the Bureau was not in 
compliance with the Debt Collection Improvement Act of 1996, the Prompt Payment Act, and the 
Credit Reform Act of 1990. 


- The May 1997 report "Bureau of Indian Affairs Consolidated Financial Statements for Fiscal 
Years 1995 and 1996" (No. 97-I-834) stated that the Bureau’s internal control structure was not 
sufficient to support the balances for other buildings and structures and that the Bureau had not 
timely collected its accounts and loans receivable and therefore was not in compliance with the Debt 
Collection Act of 1982. 


- The April 1997 report "General Controls Over Automated Information Systems, Operations 
Service Center, Bureau of Indian Affairs” (No. 97-I-771) stated that the Bureau’s general controls 
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over its automated information systems at the Center were not effective. Specifically, according to 
the report, the Bureau did not (1) have an effective system security program and had not enforced 
personnel policies and procedures to ensure adequate system security, (2) classify its resources to 
determine the level of security needed, (3) monitor visitor activities and perform adequate 
housekeeping to safeguard computer hardware, (4) perform periodic reviews to ensure that users’ 
access levels were appropriate, (5) ensure that the proper version of an application was used in 
production, (6) have segregation of duties for the system support functions, (7) have controls over 
system software to effectively detect and deter inappropriate use, and (8) have an effective means 
of recovering or of continuing computer operations in case a system fails. 


OBJECTIVE, SCOPE, AND METHODOLOGY 
Management of the Department of the Interior is responsible for the following: 

- Preparing the principal financial statements and the required supplemental information 
referred to in the Consistency of Other Information section of this report in conformity with the 
basis of accounting described in Note 1 to the principal financial statements and preparing the other 
information contained in the "1998 Annual Report." 

- Establishing and maintaining an internal control structure over financial reporting. In 
fulfilling this responsibility, estimates and judgments are required to assess the expected benefits 
and related costs of internal control structure policies and procedures. 

- Complying with applicable laws and regulations. 

We are responsible for the following: 

- Expressing an opinion on the Department of the Interior’s principal financial statements. 

- Obtaining an understanding of the internal controls over financial reporting and compliance 
and reporting the results of this review, based on the internal control objectives in Bulletin 98-08, 
which require that transactions be properly recorded, processed, and summarized to permit the 
preparation of the principal financial statements and the required supplemental information in 
accordance with Federal accounting standards, and that assets be safeguarded against loss from 


unauthorized acquisition, use, or disposal. 


- Testing the Department’s compliance with selected provisions of laws and regulations that 
could materially affect the principal financial statements or the required supplemental information. 


In order to fulfill these responsibilities, we took the following actions: 


- Examined, on atest basis, evidence supporting the amounts disclosed in the principal financial 
statements. 


- Assessed the accounting principles used and the significant estimates made by management. 
10 
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- Evaluated the overall presentation of the principal financial statements. 


- Obtained an understanding of the internal control structure related to safeguarding assets; 
compliance with laws and regulations, including the execution of transactions in accordance with 
budget authority; and financial reporting. 


- Tested relevant internal controls over the safeguarding of assets, compliance with laws and 
regulations, and financial reporting. 


- Tested compliance with selected provisions of laws and regulations. 


We did not evaluate all of the internal controls related to the operating objectives as broadly defined 
by the Federal Managers’ Financial Integrity Act, such as those controls related to preparing 
statistical reports and ensuring efficient operations. We limited our internal control testing to those 
controls necessary to achieve the objectives outlined in our report on internal controls. 


This report is intended for the information of management of the Department of the Interior, the 
Office of Management and Budget, and the Congress. However, this report is a matter of public 
record, and its distribution is not limited. 


Robert J. Williams 
Assistant Inspector General 
for Audits 
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U.S. Department of the Interior 
Consolidated Statement of Financial Position 
September 30, 1998 and 1997 


(dollars in thousands) 


1998 1997 
ASSETS 
Assets of the Department 
Current Assets 
Fund Balance with Treasury (Note 2) $ 5,623,448 $ 4,809,079 
Cash and Other Monetary Assets 36,683 31,904 
Investments (Note 3) 
Treasury Securities 2,189,218 2,068,110 
Public Securities 37,196 26,736 
Accounts Receivable (Note 4) 
Public, Net of Allowance for Doubtful Accounts ZLo, SOS 173,364 
Due from Federal Agencies 605,991 481,008 
Operating Materials and Supplies 639 aa bate. 
Inventory (Note 5) 389,315 393,260 
Total Current Assets G105;:075 7,985,616 
Property, Plant and Equipment, Net of Depreciation (Note 6) 
Buildings, Structures, and Facilities 16,624,505 16,518,615 
Equipment, Vehicles, and Aircraft 625,361 582,387 
Other Property Plant Equipment 49,891 57,240 
Total Property, Plant and Equipment 17,299,757 17,158,242 


Stewardship Assets (Note 7) 
Other Assets 


Loans and Interest Receivable (Note 9) 168,511 192,871 
Advances and Prepayments 89,991 63,293 
Receivable from Appropriations (Note 1J) 259,361 197,781 
Investigations and Development (Note 1K) 625,503 579,154 
Other Assets 329,935 285,381 
Total Other Assets 1,473,301 1,318,480 
Restricted Assets (Note 10) 
Conservation Funds - Fund Balance with Treasury 14,146,048 14,071,704 
Reclamation Fund - Fund Balance with Treasury 1,852,749 1,702,462 
Reclamation Fund - Long Term Accounts Receivable 1,435,181 1,375,667 
Total Restricted Assets 17,433,978 17,149,833 
Total Department Assets 45,312,911 43'612.1 44 


Assets Held on Behalf of Others 
Royalty Management 


Fund Balance with Treasury 428,903 442,836 
Escrow Investments (Note 3) 1,716,261 1,667,348 
Accounts Receivable 569,721 386,991 
Non-Royalty Management 

Funds Transferable to Treasury 122,941 ai geyets\ 
Non-Current, Unmatured, and Other Receivables (Note 4 2,298,832 2,486,381 

Total Assets Held on Behalf of Others 5,136,658 5,158,887 
TOTAL ASSETS 50,449,569 48,771,058 


The accompanying notes are an integral part of these financial statements. 
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U.S. Department of the Interior 
Consolidated Statement of Financial Position 
September 30, 1998 and 1997 


(dollars in thousands) 


1998 1997 
LIABILITIES AND NET POSITION 
Liabilities 
Liabilities Covered by Budgetary Resources 
Liabilities to the Public 
Accounts Payable $ 319,060 261,245 
Accrued Payroll and Benefits (Note 1M) 157,598 479,/ 85; 
Advances and Deferred Credits 250,137 248,781 
Deferred Revenue (Note 11) 3,644,438 3,831,142 
Escrow Investments 1,716,261 1,667,348 
Total Liabilities to the Public 6,087,454 6,184,301 
Liabilities to Federal Agencies: 
Accounts Payable 222,478 43,544 
Deferred Revenue and Other 117,559 88,056 
Notes Payable to Treasury (Note 12) 1,443,477 1,435,508 
Undistributed Royalty Collections 998,576 829,827 
Receipts Transferable to Treasury 92,441 58,414 
Other Amounts Payable to Federal Agencies 295100 124,703 
Total Liabilities to Federal Agencies 2,903,664 2,580,052 
Total Liabilities Covered by Budgetary Resources 8,991,118 8,764,353 
Liabilities Not Covered by Budgetary Resources 
Unfunded Payroll Costs, Payable to the Public (Note 1M) 456,912 438,998 
Contingent Liabilities, Payable to the Public (Note 13) 670,783 565,470 
Actuarial Liabilities, Payable to Federal Agencies (Note 1M) 412,701 0 
Other Unfunded Liabilities, Payable to Federal agencies 60,019 68,812 
Total Liabilities Not Covered by Budgetary Resources 1,600,415 1,073,280 
Total Liabilities 10,591,533 9,837,633 
Net Position 
Unexpended Appropriations (Note 14) 5,957,989 5,178,051 
Cummulative Results of Operations 17,969,278 17,966,245 
Restricted Equity - Conservation and Reclamation Funds 15,930,769 15,789,129 
Total Net Position 39,858,036 38,933,425 
TOTAL LIABILITIES AND NET POSITION 50,449,569 48,771,058 


The accompanying notes are an integral part of these financial statements. 
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U.S. Department of the Interior 
Consolidated Statement of Net Cost of Operations 
for the years ended September 30, 1998 and 1997 


(dollars in thousands) 


1998 1997 
Expenses 
Operating Expenses (Note 15) 
Natural Resources $ 5,905,187 $ 5.052152 
Indian Affairs 2,089,876 2,149,114 
Science 1,132,801 11013721 
Other, Including Intra-Department Eliminations 476,470 469,270 
Total Operating Expenses 9,604,334 9,272,857 
Other Expenses 
Depreciation and Amortization 335,074 499,141 
Net Loss on Disposition of Assets ood 28,188 
Bad Debt Expense ae he 5 (14,627) 
Interest on Borrowings from Treasury 53,301 22,783 
Other Interest Expense 11,241 12,896 
Contingent Expense 148,227 258,118 
Total Other Expenses 593,129 806,499 
Deferred Maintenance (Note 8) 
Total Expenses 10,197,463 10,079,356 
Revenues 
Sales of Goods and Services to the Public 
Natural Resources 557,269 860,672 
Indian Affairs 91,677 134,860 
Science 131;505 129,309 
Other 8,908 1,390 
Total Sales of Goods and Services to the Public 789,359 1,126,231 
Sales of Goods and Services to Federal Agencies 
Natural Resources 515,142 520; te 
Indian Affairs 104,159 6,202 
Science 212,700 204,860 
Other, including Intra-Department Eliminations (46,840) (68,514) 
Total Sales of Goods and Services to Federal Agencies 785,161 668,265 
Other Revenues 
Interest, Penalties and Premiums - Federal 21 Or 7,599 
Interest, Penalties and Premiums - Public 16,989 58,701 
Other Revenues 280,153 469,714 
Total Other Revenues 318,819 536,014 


Total Revenues 1,893,339 2,330,510 
NET COST OF OPERATIONS $ 8,304,124 $ 7,748,846 


The accompanying notes are an integral part of these financial statements. 
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U.S. Department of the Interior 
Consolidated Statement of Changes in Net Position 
for the years ended September 30, 1998 and 1997 


(dollars in thousands) 


1998 1997 
Change in Net Position from Entity Operations 
Net Cost of Operations $ (8,304,124) _$ (7,748,846) 
Financing Sources Other than Revenue 
Appropriated Capital Used (Note 17) 8,828,050 8,403,984 
Abandoned Mine Land Fees and Other 348 544 462,481 
Imputed Financing Sources 385,684 282,346 
Donated Revenue 15,288 216 
Other (Note 17 530,740 4,266 
Total Financing Sources Other than Revenue 10,108,306 9,153,293 
Transfers and Other Changes in Equity 
Transfers, Net (1,058,202) (1,180,108) 
Other Non-Operating Changes in Net Position (14,663) (45,976) 
Total Transfers and Other Changes in Equit 1,072,865 1,226,084 
Total Change in Net Position from Entity Operations LOtso1L 178,363 
Change in Net Position from Non-Entity Operations 
Custodial Activity 
Collection of Custodial Revenue 6,066,123 6,364,851 
Custodial Revenue Transferred to Others (5,848,412) (6,182,164) 
Net Change in Royalties to be Transferred Ata 14) (182,687) 
Net Change from Custodial Activity 0 0 
Conservation Fund Activity 
Conservation Fund Revenues 899,022 1,042,017 
Conservation Fund Disbursements 974,701 196,012 
Net Change from Conservation Fund Activit 75,679 846,005 
Net Results of Operations 655,638 1,024,368 
Prior Period Adjustments (Note 16 511,124 141,244 
Change In Net Position from Operations 144,514 883,124 
Increase in Unexpended Appropriations 780,097 763,824 
Total Change In Net Position 924,611 1,646,948 
Net Position - Beginning of Year 38,933,425 37,286,477 
Net Position - End of Year 39,858,036 38,933,425 


The accompanying notes are an integral part of these financial statements. 
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U.S. Department of the Interior 
Consolidated Statement of Custodial Activity 
for the years ended September 30, 1998 and 1997 


(dollars in thousands) 


1998 1997 
Collections on Behalf of the Federal Government 
Mineral Lease Collections 
Rents and Royalties $ 4,479,181 $ 4,891,647 
Offshore Lease Sales 1,464,798 1,338,559 
Other 150 48,588 
Total Mineral Lease Collections 5,944,134 6,278,794 
Earnings on Escrow Investments 
Interest Earned - Federal Investments 525356 40,181 
Amortized Discount on Federal Investments (Note 3) 36,902 45,876 
Total Earnings on Escrow Investments 89,258 86,057 
Receivable Accrual Adjustment ay - 
Total Collections on Behalf of the Federal Government $ 6,066,123 $ 6,364,851 
Disposition of Collections 
Transferred to Others (Note 17) 
Department of the Treasury $203,075-277, $ 3,820,661 
National Park Service Conservation Funds 896,980 1,046,980 
States 655,242 684,908 
Bureau of Reclamation 422,871 442,985 
Indian Tribes and Agencies 71;0710 53,954 
Minerals Management Service Offshore Program 71,675 41,000 
Other Federal Agencies 27,304 29,503 
Other Transfers 28,053 62,123 
Total Transferred to Others 5,848,412 6,182,164 
Increase in Collections Pending Transfer Zia 182,687 
Total Disposition of Collections $ 6,066,123 $ 6,364,851 


The accompanying notes are an integral part of these financial statements. 
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U.S. Department of the Interior 
Combined Statement of Budgetary Activity 
for the year ended September 30, 1998 


(dollars in thousands) 


1998 
Budgetary Resources 
Budget Authority $ 9,896,380 
Appropriation Available for Investment, but not Obligation ‘pS en eiste, 
Unobligated Balances - Beginning of Year 2,643,392 
Net Transfers of Prior Year Balance 18,476 
Spending Authority from Offsetting Collections 1,892,832 
Adjustments 293,980 
Recissions, Cancellations and Other Adjustments (7,208) 
Total Budgetary Resources $ 16,089,417 
Status of Budgetary Resources 
Obligations Incurred $ 11,437,920 
Unobligated Balances - Available 2,376,184 
Appropriation Available for Investment, but not Obligation 1,463,788 
Unobligated Balances - Unavailable 811,525 
Total Status of Budgetary Resources $ 16,089,417 
Outlays 
Obligations Incurred $ 11,437,920 
Less: Spending Authority from Offsetting Collections and Adjustments 2,280,599 
Subtotal gol.o2) 
Obligated Balance Transferred - Net (1,626) 
Obligated Balances - Beginning of Year 3,299,233 
Obligated Balances - End of Year 3,552,401 
Total Outlays $ 8,902,527 


The accompanying notes are an integral part of these financial statements. 


63 


Fiscal Year 1998 Interior Accountability Report Notes to Principal Financial Statements 





U.S. Department of the Interior 
Notes to Principal Financial Statements 
as of September 30, 1998 and 1997 


NOTE |. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
A. Reporting Entity 


The U.S. Department of the Interior is a Cabinet agency of the Executive Branch of the United States Govern- 
ment. Created in 1849 by Congress as the Nation's principal conservation agency, Interior has responsibility for 
most of the Nation’s publicly-owned lands and natural resources. Interior's mission is (a) to encourage and 
provide for the appropriate management, preservation and operation of the Nation's public lands and natural 
resources for use and enjoyment both now and in the future; (b) to carry out related scientific research and 
investigations in support of these objectives; (c) to develop and use resources in an environmentally sound 
manner and provide equitable return on these resources to the American taxpayer; and (d) to carry out the trust 
responsibilities of the U.S. Government with respect to American Indians and. Alaska Natives. 


The accompanying financial statements include all Federal funds under Interior’s control, including the Land 
and Water Conservation Fund, the Historic Preservation Fund and the Reclamation Fund. The financial state- 
ments do not, however, include trust funds, trust related deposit funds or other related accounts which are 
administered, accounted for and maintained by Interior's Office of Trust Funds Management on behalf of 
Native American Tribes and individuals. Interior issues financial statements for Indian Trust Funds under sepa- 
rate cover. The financial statements included herein also do not include the effects of centrally administered 
assets and liabilities related to the Federal government as a whole, such as public borrowing or tax revenue, 
which may in part be attributable to Interior. 


B. Organization and Structure of Interior 


At September 30, 1998, Interior was comprised of eight operating bureaus and offices (Bureaus) and Depart- 
mental Offices. For purposes of presentation, the bureaus and activities of Interior have been broadly classified 
into the following categories: 


Management of Natural Resources: 
¢ National Park Service 

e US. Fish and Wildlife Service 
¢ Bureau of Land Management 

¢ Bureau of Reclamation 

¢ Office of Surface Mining 


¢ Minerals Management Service 


Science: 


¢ U.S. Geological Survey 


Indian Affairs: 
¢ Bureau of Indian Affairs 


64 








Notes to Principal Financial Statements Fiscal Year 1998 Interior Accountability Report 





Departmental Offices (Other): 

¢ Departmental Offices provide the executive-level leadership, policy, guidance, and coordination needed to 
manage the diverse, complex, and nationally significant programs entrusted to the Department of the 
Interior. 


An overview of the operating performance of the Department and its components is presented in the Manage- 
ment Discussion and Analysis portion of this report. The specific responsibilities and accomplishments of the 
bureaus are discussed in the Supplemental Bureau Highlights section of this report. In addition, more detailed 
information about the bureaus and offices may be found in the individual audited financial reports prepared by 
the bureaus and offices. 


C. Basis of Accounting and Presentation 


These financial statements have been prepared to report the financial position, net cost of operations, custodial 
activities, changes in net position, and budgetary resources of the U.S. Department of the Interior (Interior or 
the Department) as required by the Chief Financial Officers Act of 1990 and the Government Management 
Reform Act of 1994. The financial statements have been prepared from the books and records of Interior in 
accordance with Statements of Federal Financial Accounting Standards and the formats prescribed by the Office 
of Management and Budget Bulletin 97-01, as amended. The financial statements are in addition to the 
financial reports used to monitor and control budgetary resources which are prepared from the same books and 
records. 


The financial statements should be read with the realization that they are for a component of the United States 
Government, a sovereign entity. One implication of this is that liabilities cannot be liquidated without legisla- 
tion that provides resources and legal authority to do so. 


The accounting structure of Federal government agencies is designed to reflect both accrual and budgetary 
accounting transactions. Under the accrual method of accounting, revenues are recognized when earned, and 
expenses are recognized when incurred, without regard to receipt or payment of cash. The budgetary account- 
ing principles, on the other hand, are designed to recognize the obligation of funds according to legal require- 
ments, which in many cases is prior to the occurrence of an accrual-based transaction. The recognition of 
budgetary accounting transactions is essential for compliance with legal constraints and controls over the use of 


Federal funds. 
D. Fund Balance with Treasury, Cash, and Other Monetary Assets 


Interior maintains all cash accounts with the U.S. Treasury except for imprest fund accounts. The account, Fund 
Balance with Treasury, primarily represents appropriated, revolving, and trust funds available to pay current 
liabilities and finance authorized purchases. Cash disbursements are processed by Treasury, and Interior's records 
are reconciled with those of Treasury on a regular basis. Note 2 provides additional information concerning 
Fund Balance with Treasury. 


E. Investments 


Interior invests certain funds in U.S. Government securities on behalf of various Interior programs and for 
amounts held in certain escrow accounts. In addition, the Bureau of Indian Affairs is authorized by law to invest 
irrigation and power receipts in U.S. Government and public securities. Investments in Public Securities consist 
of certificates of deposit from insured institutions. Note 3 provides additional information concerning invest- 
ments. 
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F. Accounts Receivable 


Accounts Receivable consist of amounts owed to Interior by other Federal agencies and the public. Federal 
accounts receivable arise generally from the provision of goods and services to other Federal agencies and, with 
the exception of occasional billing disputes, are considered to be fully collectible. Receivables from the public 
generally arise either from the provision of goods and services or from the levy of fines and penalties resulting 
from Interior’s regulatory responsibilities. An allowance for doubtful accounts is established for reporting pur- 
poses based on past experience in the collection of accounts receivable and analysis of outstanding balances. 
Note 4 provides additional information concerning accounts receivable. 


G. Inventory 


Interior’s inventory is primarily composed of maps for sale, helium for sale, and helium stockpile inventory. See 
Note 5 for information concerning inventory valuation and accounting methods. 


H. Property, Plant and Equipment 
General Purpose Property, Plant and Equipment 


General purpose Property, Plant and Equipment consists of buildings, structures, and facilities used for general 
operations, power, irrigation, fish and wildlife enhancement, and recreation; land acquired for general operating 
purposes; equipment, aircraft and vehicles; and construction in progress. In general, buildings and structures 
are capitalized at acquisition cost and depreciated using the straight-line method over a useful life of from 20 to 
50 years with the exception of dams and certain related property which is depreciated over useful lives of up to 
100 years. Equipment is capitalized at acquisition cost and is depreciated using the straight-line method over 
the useful lives generally ranging from 5 to 20 years. Capitalization thresholds are determined by the individual 
bureaus and generally range from $50,000 to $500,000 for real property and from $5,000 to $15,000 for 


equipment. 
Stewardship Assets 


Statement of Federal Financial Accounting Standards (SFFAS) No. 6, “Accounting for Property, Plant and 
Equipment,” established various categories of Stewardship Assets, including stewardship land and heritage 
assets. 


The vast majority of public lands presently under the management of the Department were acquired by the 
Federal government as public domain land during the first century of the Nation's existence and are considered 
to be stewardship land. A portion of these lands have been set aside as national parks, wildlife refuges and 
wilderness areas, while the remainder are managed for multiple use. Heritage assets are assets with historical, 
cultural or natural significance. The Department is responsible for maintaining a vast array of heritage assets, 
including national monuments, historic structures, archeological artifacts and museum collections. 


While the Stewardship Assets managed by the Department are priceless and irreplaceable, no financial value can 
be placed on them. Thus, in accordance with Federal accounting standards, Interior assigns no financial value to 
the stewardship land or heritage assets it administers, and the Property, Plant and Equipment capitalized and 
reported on the Statement of Financial Position excludes these assets. 


The Stewardship Assets and Investments section of this report provides additional information concerning 
stewardship land and heritage assets. 
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I. Loans and Interest Receivable 


Loans are accounted for as receivables after the funds have been disbursed. For loans obligated after the effective 
date of the Credit Reform Act, October 1, 1991, the amount of the Federal loan subsidy is computed. The loan 
subsidy includes estimated delinquencies and defaults net of recoveries, the interest rate differential between the 
loans rates and Treasury borrowings, offsetting fees, and other estimated cash flows associated with these loans. 
The value of loans receivable is reduced by the present value of the expected subsidy costs. For loans obligated 
prior to October 1, 1991, principal, interest and penalties receivable are presented net of an allowance for 
estimated uncollectible amounts. The allowance is based on past experience, present market conditions, an 
analysis of outstanding balances and other direct knowledge relating to specific loans. Note 8 provides addi- 
tional information concerning loans receivable. 


J. Receivable from Appropriations 


These amounts represent the funds obligated by the Department of Transportation for the use of the Bureau of 
Indian Affairs in its road construction program. 


K. Investigations and Development 


Investigations and development comprise reimbursable and non-reimbursable investigation and development 
costs incurred by the Bureau of Reclamation and related entities for water management projects that are not yet 
under construction. These costs are accumulated until the project is either authorized for construction or the 
decision is made not to undertake the project. When a project is authorized, the costs are moved to the con- 
struction in progress account, and upon project completion, to a completed asset account. Costs related to 
projects which will not be undertaken are written off. 


L. Liabilities and Contingent Liabilities 


Liabilities represent the amount of monies or other resources that are likely to be paid by Interior as the result 
of a transaction or event that has already occurred. The financial statements should be read with the realization 
that the Department of the Interior is a component of a sovereign entity, that no liability can be paid by the 
Department absent an appropriation of funds by Congress, and the payment of all liabilities other than for 
contracts can be abrogated by the sovereign entity. Liabilities for which an appropriation has not been enacted 
are, therefore, classified as liabilities not covered by budgetary resources, or unfunded liabilities, and there is no 
legal certainty that the appropriations will be enacted. 


Contingent liabilities are those where the existence or amount of the liability cannot be determined with 
certainty pending the outcome of future events. Interior recognizes contingent liabilities when the liability is 
probable and reasonably estimable. In accordance with Federal accounting guidance, the liability for future 
clean-up of environmental hazards is “probable” only when the government is legally responsible for creating 
the hazard. Thus, expected future payments for the clean-up of environmental hazards caused by others are not 
recognized as liabilities by Interior. Rather, these payments arise out of Interior's sovereign responsibility to 
protect the health and safety of the public, and are recognized in the accounting records as remediation work 
performed. See Note 13 for additional information regarding contingent liabilities. 
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M. Personnel Compensation and Benefits 


Annual leave is accrued as it is earned by employees and is included in personnel compensation and benefit 
costs. An unfunded liability is recognized for earned but unused annual leave, since from a budgetary stand- 
point, this annual leave will be paid from future appropriations when the leave is used by employees, rather 
than from amounts which had been appropriated to Interior as of the date of the financial statements. The 
amount accrued is based upon current pay of the employees. 


The Department of Labor (Labor) administers the Workers’ Compensation Program on behalf of the Federal 
government, and all payments to workers’ compensation program beneficiaries are made by Labor. At any point 
in time, the Department will have two types of liabilities related to workers’ compensation. First, the Depart- 
ment will have a known, unfunded payable to Labor for the amount of actual payments made by Labor but not 
yet reimbursed by the Department. The Department reimburses Labor for these payments as funds are appro- 
priated for this purpose, and, there is generally a two to three year time period between payment by Labor and 
receipt of appropriations by the Department. Second, the Department has an estimated, unfunded liability for 
future payments to existing beneficiaries as a result of past events. This estimated liability is computed by Labor 
using a method that considers historical benefit payment patterns, wage inflation factors, medical inflation 
factors and other variables. These actuarially computed projected annual benefit payments are discounted to 
present value using the Office of Management and Budget’s economic assumptions for ten-year Ireasury notes 
and bonds. This unfunded liability was first recognized in fiscal year 1998 with the adoption of SFFAS No. 4, 


“Managerial Cost Accounting”. 


Unemployment compensation insurance is paid by the Department to the Office of Personnel Management 
annually. Sick leave and other types of leave are expensed when used, and no future liability is recognized for 
these amounts. 


Interior employees participate in one of two retirement programs, either the Civil Service Retirement System 
(CSRS) or the Federal Employees Retirement System (FERS), which became effective on January 1, 1987. 
Most Interior employees hired after December 31, 1983, are automatically covered by FERS and Social Secu- 
rity. Employees hired prior to January 1, 1984, could elect to either join FERS and Social Security or remain in 
CSRS. Employees covered by CSRS are not subject to Social Security taxes, nor are they entitled to accrue Social 
Security benefits for wages subject to CSRS. 


For FERS employees, Interior contributes an amount equal to one percent of the employee's basic pay to the tax 
deferred thrift savings plan and matches employee contributions up to an additional four percent of pay. FERS 
employees can contribute 10 percent of their gross earnings to the plan. CSRS employees are limited to a 
contribution of five percent of their gross earnings and receive no matching contribution from Interior. 


The Office of Personnel Management is responsible for reporting assets, accumulated plan benefits and un- 
funded liabilities, if any, applicable to CSRS participants and FERS employees government-wide, Bee 
Interior employees. 

N. Revenues and Financing Sources 

The United States Constitution prescribes that no money may be expended by a Federal agency unless and until 


funds have been made available by congressional appropriation. Thus, the existence of all financing sources is 
dependent upon congressional appropriation. 
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Appropriations: The vast majority of Interior’s operating funds are appropriated by Congress to the Department 
from the general receipts of the Treasury. These funds are made available to the Department for a specified time 
period, usually one fiscal year, multiple fiscal years or indefinitely, depending upon the intended use of the 
funds. For example, funds for general operations are generally made available for one fiscal year; funds for long 
term projects such as major construction will be available to the Department for the expected life of the project; 
and funds used to establish revolving fund operations are generally available indefinitely. 


Exchange and Non-Exchange Revenue: \n accordance with Federal government accounting guidance, Interior 
classifies revenues as either exchange revenue or non-exchange revenue. Exchange revenues are those that derive 
from transactions in which both the government and the other party receive value, including park entrance fees; 
map sales; reimbursements for services performed for other Federal agencies and the public; reimbursements for 
the cost of constructing and maintaining irrigation and water facilities; and other sales of goods and services. 
These revenues are presented on Interior's Statement of Net Cost of Operations and serve to reduce the reported 
cost of operations borne by the taxpayer. Non-exchange revenues derive from the government's sovereign right 
to demand payment, including fines for violation of environmental laws, and Abandoned Mine Land duties 
charged per ton of coal mined. These revenues are not considered to reduce the cost of Interior’s operations and 
are reported on the Statement of Changes.in Net Position. 


With minor exceptions, all receipts of revenues by Federal agencies are processed through the Department of the 
Treasury central accounting system. Regardless of whether they derive from exchange or non-exchange transac- 
tions, all receipts that are not earmarked by congressional appropriation for Departmental use are deposited in 
Treasury and become part of the general receipts used to fund all Federal operations. Amounts not retained for 
use by the Department are reported as transfers to other government agencies on Interior's Statement of Changes 
in Net Position. 


In certain cases, the prices charged by Interior are set by law or regulation and which, for progam and other 
reasons, may not receive full cost (e.g., grazing fees, park entrance, and other recreation fees). Prices set for 
products and services offered through working capital funds are intended to recover the full costs incurred by 
these activities. 


Imputed Financing Sources: In certain cases, operating costs of the Department are paid out of funds appropri- 
ated to other Federal agencies. For example, by law certain costs of retirement programs are paid by the Office 
of Personnel Management and certain legal judgements against Interior are paid from the Judgment Fund 
maintained by Treasury. When costs that are identifiable to Interior and directly attributable to Interior's 
operations are paid by other agencies, the Department recognizes these amounts as operating expenses of Inte- 
rior. In addition, Interior recognizes an imputed financing source on the Statement of Changes in Net Position 
to indicate the funding of Department operations by other Federal agencies. 


Custodial Revenue: Interior's Royalty Management Program, administered by the Minerals Management Ser- 
vice, collects royalties, rents, bonuses and other receipts from Federal and Indian oil, gas, and mineral leases, and 
distributes the proceeds to the Treasury, other Federal agencies, States, Indian Tribes, and Indian allottees, in 
accordance with legislated allocation formulas. The amounts collected and transferred are disclosed in the 
Statement of Custodial Activities and are not considered to be revenue of Interior or of the Minerals Manage- 
ment Service. 


O. Federal Government Transactions 


Interior’s financial activities interact with and are dependent upon the financial activities of the centralized 
management functions of the Federal Government. These activities include public debt and cash management 
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activities and employee retirement, life insurance and health benefit programs. The financial statements of 
Interior do not contain the costs of centralized financial decisions and activities performed for the benefit of the 
entire government. However, expenses have been recognized for expenses incurred by other agencies on behalf of 
Interior, including settlement of claims and litigation paid by the Department of Treasury's Judgment Fund 
and the partial funding of employee benefits by the Office of Personnel Management. 


All identified intra-Department transactions have been eliminated from Interior’s consolidated financial state- 
ments. 


P. Income Taxes 


As an agency of the U.S. Government, Interior is exempt from all income taxes imposed by any governing body, 
whether it be a Federal, State, Commonwealth, local or foreign government. 


Q. Comparative Data 


Audited comparative data for fiscal year 1997 has been presented in order to provide an understanding of 
changes in financial position and operations of Interior. Certain prior year amounts have been restated to 
conform to current year presentation. See Note 16 for additional information. 


NOTE 2. FUND BALANCE WITH TREASURY 
A. Current Assets 


Treasury performs cash management activities for all government agencies. The Fund Balance with Treasury 
under Current Assets represents the right of Interior to draw on Treasury for allowable expenditures. Obligated 
funds are funds designated for the acquisition of goods and services ordered but not received, or for goods 
received and not yet paid for. Unobligated funds, depending on budget authority, are available for new obliga- 
tions or have restrictions placed on their availability for obligation. 


B. Assets Held on Behalf of Others 


The Fund Balance with Treasury classified as Assets Held on Behalf of Others represents royalty collections 
received by the Minerals Management Service, and held by it as custodian, until disbursed to recipients. 


Fund Balance with Treasury 


(dollars in thousands) 1998 1997 
Natural Resources: 
National Park Service $ 1,176,458 $7 1:032,715 
U.S. Fish and Wildlife Service 774,727 piece 
Bureau of Land Management 472,816 543,565 
Bureau of Reclamation 831,284 695,745 
Office of Surface Mining 44,173 51,666 
Minerals Management Service 79,641 76,033 
Total Natural Resources 3,379,099 3,136,949 
Science 231,605 208,542 
Indian Affairs 849,691 827,034 
Other Programs 1,163,053 636,554 


Total Fund Balance with Treasury $ 5,623,448 $ 4,809,079 
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NOTE 3. INVESTMENTS 

A. Current Assets 

1. Investments in Treasury Securities 

The Office of Surface Mining, the Fish and Wildlife Service, the Bureau of Indian Affairs, the Office of the 


Secretary, and the National Park Service invest funds in certain U.S. Government securities on behalf of various 
Interior programs. 


Treasury Securities as of September 30, 1998 


Par Unamortized Net Book 

(dollars in thousands) Value Discount Value 
Office of Surface Mining $ 1,668,182 $ (31,063) $ 1,637,119 
U.S. Fish and Wildlife Service 469,198 10 469,208 
Departmental Offices 78,369 (40) 78,329 
Bureau of Indian Affairs 4,500 (3) 4,497 
National Park Service 65 - 65 


Total Treasury Securities $°°2,220;314 .$ (31,096) $ 2,189,218 


Treasury Securities as of September 30, 1997 


Par Unamortized Net Book 

(dollars in thousands) Value Discount Value 
Office of Surface Mining $701,554,515) 9 (205152) ebsnil020,300 
U.S. Fish and Wildlife Service 471,973 (729) 471,244 
Departmental Offices 61,749 (1,851) 59,898 
Bureau of Indian Affairs 11,695 OO} 11,540 
National Park Service 65 65 


Total Treasury Securities $ 2,099,997 §$ (31,887) $ 2,068,110 


Office of Surface Mining: Effective October 1, 1991, the Office of Surface Mining was authorized to invest 
available Abandoned Mine Land (AML) trust funds in non-marketable federal securities. The Bureau of Public 
Debt is the sole issuer of authorized non-marketable federal securities which are available for purchase through 
Treasury. Surface Mining has authority to invest AML trust funds in Treasury bills, notes, bonds, par value 
special issues, and one-day certificates. Presently, all earnings from AML investments are reinvested, providing 
a source of continuous funding to further enhance AML trust fund equity. 


A portion of the investment interest earned, up to $70 million annually, is to be transferred to the United Mine 
Workers of America Combined Benefit Fund to provide health benefits for certain eligible retired coal miners 
and their dependents. A total of $32.5 million was transferred to this fund in 1998. 


U.S. Fish and Wildlife Service: The U.S. Treasury collects, invests, and maintains on behalf of the Fish and 
Wildlife Service (FWS) the Aquatic Resources Trust Fund, which includes FWS’s Sport Fish Restoration Ac- 
count. Amounts equal to revenues credited during the year may be used in subsequent fiscal years for specified 
purposes. The FWS investment amount does not include fiscal year 1998 collections held by Treasury for 
reporting in subsequent years. 
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Office of the Secretary: Effective with fiscal year 1994, the Office of the Secretary was delegated responsibility for 
investing funds contributed to the Utah Reclamation Mitigation and Conservation Account. These amounts are 
invested in Treasury securities. 


Bureau of Indian Affairs: The Bureau of Indian Affairs (BIA) invests irrigation and power receipts in U.S. Goy- 
ernment and public securities until the funds are required for project operations. Federal investments are pur- 
chased under the U.S. Treasury Overnighter Program and in Treasury bills and notes. BIA’s investments in 
public securities are discussed more fully below. 


National Park Service: The National Park Service administers an endowment on behalf of the Lincoln Farm 
Association. Investment earnings from this endowment are used to provide for maintenance and upkeep of 


Abraham Lincoln's birthplace. 


When previously issued Treasury bills are purchased by the Department, the unamortized discount is calcu- 
lated by Treasury at the time of the purchase. 


2. Investments in Public Securities 


The BIA is authorized by law to invest irrigation and power receipts in U.S. Government and public securities. 
Investments in Public Securities consist of certificates of deposit from insured institutions, various mortgage 
instruments, bank notes and bonds. Mortgage instruments are issued by the Federal National Mortgage Asso- 
ciation (Fannie Mae) and similar government corporations. Bonds and bank notes are issued by Federal Home 
Loan Banks, the Federal Judiciary and the Federal Farm Credit Banks. Investments in public securities reflect 
investments held by the BIA’s Power and Irrigation program as of September 30, 1998 and 1997 and are 
recorded at cost. 


B. Assets Held on Behalf of Others 


Pursuant to the Outer Continental Shelf Lands Act, the Minerals Management Service is authorized to invest 
receipts from Outer Continental Shelf leases having boundary disputes on government securities. The current 
investment amount results from an ongoing boundary dispute with the State of Alaska dating back to 1979 
regarding the location of the State/Federal boundary in the Beaufort Sea. 


During fiscal year 1997, based on merits of the dispute, the Supreme Court reached a decision in favor of the 
U.S. Government. The U.S. Government is now developing a plan for the distribution of the funds currently 
held in escrow. This plan will be submitted to the Court for approval, and based on distribution instructions to 
be included in the final decree expected to be issued by the end of fiscal year 1999, the escrow funds will be 
immediately distributed. 


Escrow Investments Held by Minerals Management Service 


(dollars in thousands) 1998 1997 
Cost $ 1,679,359 $ 1,621,472 
Amortized Discount 36,902 45,876 
Net Book Value $ 1,716,261 $ 1,667,348 
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NOTE 4. ACCOUNTS RECEIVABLE 
A. Current Assets 


Due From the Public, Net of Allowance for Doubtful Accounts: Accounts receivable due to Interior from the 
public may arise either from the sale of products and services or from the imposition of regulatory fines and 
penalties. Products and services sold by Interior are diverse and include the sales of water and hydroelectric 
power by the Bureau of Reclamation, and water testing and other scientific studies conducted for state and local 
governments by the U.S. Geological Survey. Fines and penalties are imposed by the Office of Surface Mining, 
the Minerals Management Service, the Fish and Wildlife Service, and other bureaus in the enforcement of 
various environmental laws and regulations. In general, receivables arising from the sales of products and services 
are paid more promptly and with fewer uncollectible accounts than those arising from fines and penalties. 


Accounts Receivable Due from the Public 


Allowance 

Past Due Accounts for Doubtful 
dollars in thousands Unbilled ’ Current 1-90 days 91-1yr Over 1 yr Accounts 1998 1997 

Natural Resources: 

National Park Service $ = Ou 20, 15000S 57S ae 689 $1,171 §$ (984) $ 9,605 $ 8,250 
U.S. Fish and Wildlife Service - ERTIES) 188 256 335 (43) ree yi hi 7,522 
Bureau of Reclamation 6,398 21,186 2,143 44,377 25,831 (265) 99,670 70,948 
Bureau of Land Management 2,291 3,471 126 Sa 3,102 (3,555) 5,806 2,742 
Minerals Management Service 5,977 14,632 - - - - 20,609 319 
Office of Surface Mining - 1,218 833 937 13,010 (14,104) 1,894 3,326 
Total Natural Resources 14,666 51,438 3,863 46,630 43,449 (18,951) 141,095 93,107 
Science 50,194 12,149 5,050 2,748 3,627 (3,376) 70,392 68,914 
Indian Affairs - Qi, ZOoZ 7,154 18,065 (19,910) 10,358 11,239 


Other Programs eo2o 171 ao 29 - - 1,540 104 
Total Accounts Receivable - Public $ 66,185 $ 66,275 $ 11,460 $ 56,561 $65,141 $ (42,237) $223,385 $173,364 


Due from Federal Agencies: Accounts Receivable Due from Federal Agencies arise from the sale of products and 
services to other Federal agencies, including the sale of maps, the conduct of environmental and scientific 
services, and the provision of administrative and other services. These reimbursable arrangements generally 
reduce the duplication of effort within the Federal government resulting in a lower cost of Federal programs and 
services. All receivables from other Federal agencies are considered to be collectible, as there is no credit risk. 
However, an allowance for doubtful accounts may be used occasionally to recognize billing disputes. Unbilled 
receivables reflect work performed to date on long term agreements, which will be billed in the future at the 
completion of the project or at agreed upon milestones. 


Accounts Receivable Due from Federal Agencies 


Allowance 

for Doubtful 
(dollars in thousands) Receivables Accounts 1998 1997 

Natural Resources: 

National Park Service S$. 14.323 9 - $ 14,323 $ 16,376 
U.S. Fish and Wildlife Service 401,298 - 401,298 338,026 
Bureau of Reclamation 7,921 - 7,921 19,366 
Bureau of Land Management 11,098 - 11,098 9,178 
Minerals Management Service (hes: - 1,539 2,870 
Office of Surface Minin 31 - 31 82 
Total Natural Resources 436,210 - 436,210 385,898 
Science 87,092 (1,461) 85,631 78,759 
Indian Affairs 46,842 - 46,842 1,279 
Other Programs 37,308 - 37,308 15,072 


Total Accounts Receivable - Federal $ 607,452 $ (1,461) $605,991 $481,008 
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B. Other Assets and Assets Held on Behalf of Others 


Non-Current, Unmatured, and Other Receivables: These receivables represent amounts due at future dates to 
the Bureau of Reclamation from the beneficiaries of large water and irrigation projects. The reimbursable costs 
of multiple-purpose water projects are recovered from project beneficiaries. That portion which will be returned 
to Treasury is reported as held on behalf of others (see Note 10). The Royalty Management Accounts Receivable 
includes $150 million due from the Historic Preservation Fund of the National Park Service. The $150 million 
due from the Historic Preservation Fund is included in Accounts Payable - Federal. 


NOTE 5. INVENTORY 
A. Current Assets 


The U.S. Geological Survey (USGS) publishes maps and map products for sale to the public and other Federal 
agencies, which are stored primarily in the USGS Rocky Mountain Mapping Center in Denver, Colorado. This 
inventory consists of approximately 85 thousand map titles as well as books and similar products. The inventory 
is valued at historical cost. 


With the closure of the Bureau of Mines in fiscal year 1996, Interior’s helium inventory was transferred to the 
Bureau of Land Management. Helium held for sale includes above-ground refined helium plus that portion of 
helium in underground storage estimated to be sold in the following fiscal year. The volume of helium is 
accounted for on a perpetual inventory basis. 


The helium stockpile inventory is stored underground in a partially depleted natural gas reservoir. The Bureau 
of Land Management believes that 95 percent of the stockpile is recoverable; however, the amount of helium 
that will eventually be recovered depends on the future price of helium and the ability to control the mixing of 
natural gas and the stockpiled helium. 


Inventory 
(dollars in thousands) 1998 1997 
Helium $ 366,383 $ 370,043 
Published Maps Held for Sale 17,379 17,546 
Seized Property for Sale 5,027 5,027 
Other Inventory 526 644 
Total Inventory $ 389,315 $ 393,260 


NOTE 6. PROPERTY, PLANT, AND EQUIPMENT 


General purpose Property, Plant, and Equipment consists of buildings, structures, and facilities used for general 
operations, power, irrigation, fish and wildlife enhancement, and recreation; land acquired for general operating 
purposes; equipment, aircraft and vehicles; and construction in progress. The capitalization and depreciation 
policies for property, plant and equipment are determined individually by Interior bureaus. In general, build- 
ings and structures are capitalized at acquisition cost and depreciated using the straight-line method over a 
useful life of from 20 to 50 years with the exception of dams and certain related property which is depreciated 
over useful lives of up to 100 years. Equipment is capitalized at acquisition cost and is depreciated using the 
straight-line method over the useful lives generally ranging from 5 to 20 years. Capitalization thresholds are 
determined by the individual bureaus and generally range from $50,000 to $500,000 for real property and 
from $5,000 to $15,000 for equipment. 
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Several bureaus made significant changes to their property accounting and capitalization policies during fiscal 
year 1997 and prior in order to implement Statement of Federal Financial Accounting Standards (SFFAS) No. 
6, “Accounting for Property, Plant and Equipment.” As of 1998, the Department is in full compliance with this 
standard. This standard established two broad classifications of Federal property. General Property, Plant and 
Equipment, which is presented in the following table, consists of that property which is used in operations and, 
with some exceptions, consumed over time. Stewardship property, described in Note 7 and in the Stewardship 
Assets and Investments section at page 102, consists of public domain land and heritage assets, such as national 
monuments and historic sites, which are expected to be maintained by Interior in perpetuity for the benefit of 
current and future generations. The impact of these changes includes reducing the reported financial value of 
public domain land and other stewardship assets to zero and implementing depreciation of property, especially 
real property, not previously depreciated. See Note 16 for additional discussion of these changes. 


Construction In Progress is used for the accumulation of the cost of construction or major renovation of fixed 
assets during the construction period. Each individual bureau sets its own policy for using the construction in 
progress account; however, in general, the assets are transferred out of Construction in Progress when the entire 
project is completed, regardless of the status of individual sub-phases of the project. 


Property, Plant, and Equipment, Net of Depreciation 


Dams and Vehicles Other 
Land and Other Equipment Plant and Accumulated 

dollars in thousands Buildings Structures and Aircraft Equipment Depreciation 1998 1997 
Natural Resources: 

National Park Service $ 377,939 $ 695,873 $ 320,453 $ - $ (411,574) $ 982,691] $ 1,200,905 

U.S. Fish and Wildlife Service 408,833 632,233 139,873 - (434,257) 746,682 642,273 

Bureau of Land Management 137,028 61,235 261,352 2,619 (225,624) 237,110 227,179 

Bureau of Reclamation 1,398,351 19,240,080 159,665 47,272 at 2 A dk) loc. Ir 13,489,243 

Office of Surface Mining - - 10,515 - (4,958) Sor 5,549 

Minerals Management Service - - 26,492 - 9,623 16,869 aite2da 

Total Natural Resources 2322651 20,629,421 918,350 49,891 (8,198,447) 15,721,866 15,582,360 

Science 96,640 15300 327,091 - (263,535) WROTE 184,497 

Indian Affairs 1,613,411 968,639 166,753 - (1,507,345) 1,241,458 1,255,070 

Other Programs 558 139,091 30,002 8,789 160,862 136,315 


Net Property, Plant and Equipment $ 4,033,260 $ 21,752,526 $1,442,196 $ 49,891 $ (9,978,116) $ 17,299,757 | $ 17,158,242 


Fiscal year 1998 accumulated depreciation related to land and buildings, dams and other structures, and 
vehicles, equipment, and aircraft, totals $1,255 million, $7,906 million, and $817 million, respectively. 


NOTE 7. STEWARDSHIP LAND 


Stewardship Assets consist of land and other assets that have been entrusted to the Department to maintain in 
perpetuity for the benefit of future generations. No financial value is or can be placed on these assets. 


As a Nation, the United States once owned nearly two billion acres of public lands. In the course of national 
expansion and development, public lands were sold or deeded by the Federal Government to the States and 
their counties and municipalities, to educational institutions, to private citizens, and to businesses and corpo- 
rations. Other lands were set aside as national parks, forests, wildlife refuges and military installations. Cur- 
rently, Federal civil and defense agencies administer about 657 million acres, or about 29 percent of the total 
2.3 billion acres in the United States. Of the 657 million acres under Federal control, approximately 429 
million acres are administered by Interior, principally by the Bureau of Land Management, the Fish and Wild- 
life Service, and the National Park Service. 
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The Bureau of Land Management (BLM) has exclusive jurisdiction for about 40 percent, or 264 million acres, 
of the Federally owned lands. Approximately one-third of this area is in the State of Alaska. Public lands under 
the jurisdiction of BLM are managed under the principles of multiple use and sustained yield for the benefit of 
all Americans. Public lands are leased to private companies providing vast amounts of oil, natural gas and other 
valuable minerals. Leases to ranchers allow livestock, primarily sheep and cattle, to forage on more than 170 
million acres of public lands. Timber products are another valuable commodity produced from public lands. 


Finally, most of the public lands are available for a wide variety of recreational activities, including camping, 


hunting, fishing, skiing, and hiking. 


The Fish and Wildlife Service administers approximately 88 million acres, or about 13 percent of the Federally 
owned lands. The majority of this land comprises more than 500 national wildlife refuges that provide habitat 
for migratory birds, endangered species, and other wildlife as well as wildlife oriented public recreation. 


The National Park Service administers approximately 77 million acres, or about 12 percent of the federally 
owned lands. The National Park System encompasses 376 park units in 49 States, the District of Columbia, 
Puerto Rico, the Virgin Islands, Guam, and the Northern Mariana Islands. 


For additional discussion of stewardship land, see the Stewardship Assets and Investments section of the report. 
NOTE 8. DEFERRED MAINTENANCE (UNAUDITED) 


Interior owns, builds, purchases, and contracts services for assets such as schools, office buildings, roads, bridges, 
dams, irrigation systems, and reservoirs. These assets are used to support the Department's stated mission. 
Interior’s assets include some deteriorating facilities for which repair and maintenance have not been funded. 
Current and prior budgetary restraints require that repair and maintenance on these assets be postponed for 
future years. Interior refers to this unfunded repair and maintenance of facilities and infrastructure as deferred 
maintenance. 


Inadequately funded maintenance may result from reduced budgets, diversion of maintenance funds for emer- 
gency responses, and competition for resources from other program needs. Deterioration of facilities can ad- 
versely impact public health and safety, reduce morale and productivity of employees, and increase the need for 
costly major repair or early replacement of structures and equipment. Undue wear on facilities may not be 
immediately noticeable to users, but inadequate maintenance can require that the facility be replaced or sub- 
jected to major reconstruction before the end of its expected useful life. Accordingly, there is a potential liability 
for deferred maintenance costs. 


Due to the scope, nature and variety of the assets entrusted to the Department, as well as the nature of deferred 
maintenance itself, exact estimates of deferred maintenance cannot be determined at this time, and may never 
be fully determinable. Interior has calculated preliminary estimates of deferred maintenance based on data from 
a variety of systems, procedures and sources of data. However, the accumulation of deferred maintenance cost 
estimates is not the primary purpose of many of these sources, thus the Department acknowledges that the 
reliability of these sources as a basis for deferrred maintenance estimates can vary greatly. 


Interior's current estimate for deferred maintenance includes property categories such as building facilities, 
fixed and heavy equipment, bridges and roads, dams, irrigation systems and reservoirs. The estimate generally 
includes costs for items such as (1) overhead; (2) construction contract administration and inspection; (3) 
construction materials; (4) transportation; (5) removal of existing appurtenances, i.e., guard rails, etc., movable 
furnishings, and equipment which are not physically attached to buildings; and related storage, inventorying 
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and tagging as required; (6) fixed equipment; (7) employee costs; and (8) indirect cost and/or contract support 
cost. The estimate excludes costs for items such as routine maintenance of facilities and infrastructures. In 
addition, the estimate generally excludes vehicles and most other categories of operating equipment. 


Initial studies indicate that the estimated amounts necessary to fund the correction of deferred maintenance 
throughout the Department may range from $7 to $16 billion. A portion of this deferred maintenance estimate 
may relate to heritage assets. 


This amount is by necessity an estimate, as the actual cost of deferred maintenance will not be known until 
further work is performed. The estimate is an approximation due to many factors, such as unforeseen conditions 
during construction which were not anticipated relating to differing soil conditions, high water table, unknown 
conditions under floors, behind walls, and above ceilings; unanticipated economic bidding conditions; weather 
conditions due to the time of year a contract is awarded; planning, design, and programming costs related to 
establishing the size and scope of the project; and development of the program requirements. Further studies 
may result in either upward or downward adjustment of these amounts. 


NOTE 9. LOANS AND INTEREST RECEIVABLE 


Direct loans and loan guarantees made during and after fiscal year 1992 are accounted for in accordance with 
the requirements of the Credit Reform Act of 1990, and are referred to as credit reform loans. Under credit 
reform, loans are comprised of two components. The first component is borrowed from Treasury with repay- 
ment provisions. The second component is for the subsidized portion of the loan and is funded by congressional 
appropriation. The Act provides that the present value of the subsidy costs associated with the direct loans and 
loan guarantees be recognized as a cost in the year the direct or guaranteed loan is disbursed. While this 
component is not subject to repayment, the loan program receives annual appropriations to fund any increases 
in subsidy due to interest rate fluctuations and changes in default rate estimates. 


Prior to the Credit Reform Act, funding for loans was provided by congressional appropriation from the general 
or special funds. These loans, referred to as liquidating loans, are reported net of an allowance for estimated 
uncollectible loans or estimated losses. 


The Bureau of Indian Affairs, the Bureau of Reclamation and the National Park Service administer loan pro- 
grams. 


The Bureau of Indian Affairs (BIA) provides direct and guaranteed loans to Indian tribes and organizations, 
Indian individuals, and Alaska Natives for economic development purposes. The BIA loan program includes the 
Indian Direct Loan Program and Indian Loan Guarantee Program under Credit Reform and a Liquidating Fund 
for loans made prior to 1992. For more information on the BIA loans, see the Bureau of Indian Affairs annual 
report. 


The Bureau of Reclamation’s loan programs provide Federal assistance to organizations wishing to construct or 
improve water resources development in the western States. 


The National Park Service has a single loan with a balance of $6.1 million due from the Wolf Trap Foundation 
for the Performing Arts. The monies received for repayment of this loan may be retained until expended by the 
Secretary of the Interior in consultation with the Foundation for the maintenance of structures, facilities and 
equipment of the park. 
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Loans and Interest Receivable 


(dollars in thousands) 1998 1997 
Direct and Guaranteed Loans 

Credit Reform Loans $ 179,894 $ 150,594 

Liquidating Loans 99,043 188,681 
Total Direct and Guaranteed Loans 278,937 339,275 

Allowance for Doubtful Accounts (138,172) (160,066) 
Loans, Net of Allowance for Doubtful Accounts 140,765 179,209 
Other Interest Receivable from the Public 27,746 13,662 


Total Loans and Interest Receivable $ 168,511 $ 192,871 


NOTE 10. RESTRICTED ASSETS 


The Land and Water Conservation Fund, the Historic Preservation Fund, and the Reclamation Fund are in- 
cluded in the financial statements of Interior. However, no fund assets are available for use by Interior until 
appropriated by Congress. 


The Land and Water Conservation Fund and the Historic Preservation Fund are administered by the National 
Park Service. In addition, the Land and Water Conservation Fund receives a portion of the royalties and lease 
payments earned by the Federal government from oil and gas extracted from Federal lands on the Outer Conti- 
nental Shelf. In addition, this fund receives monies from sales of Federal assets by the General Services Admin- 
istration and other sources. Through fiscal year 1997, the Historic Preservation Fund received $150 million per 
year from the Federal government's oil and gas royalties and lease revenues. At the end of fiscal year 1997, the 
law requiring the transfer of these funds expired and has not been renewed. 


The Reclamation Fund is comprised of certain revenues received by the Bureau of Reclamation and the Depart- 
ment of Energy (Western Area Power Administration) from various sources including power/water sales, con- 
struction/operations and maintenance repayments, oil/mineral royalties, and sale of public lands. The Reclama- 
tion Fund is a financing resource to the Bureau of Reclamation and the Western Area Power Administration to 
the extent that previous year funds are appropriated by Congress to fund programs and operations. The Recla- 
mation Fund Assets include Fund Balance with Treasury as well as Accounts Receivable. 


The balances in these accounts and annual year appropriations out of these accounts at September 30, 1998 
and 1997 are as follows: 


Restricted Assets 


(dollars in thousands) 1998 1997 
Conservation Funds 


Land and Water Conservation Fund $ 11,829,600 $ 11,861,426 
Historic Preservation Fund 2,316,447 2,210,278 
Reclamation Fund 3,287,931 3,078,129 


Total Assets - Conservation and Reclamation Funds $ 17,433,978 $17,149,833 
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NOTE ||. DEFERRED REVENUE 


Unearned revenue is recorded as deferred revenue until earned. The majority of the deferred revenue represents 
the cost of construction of capital assets reimbursable to the Bureau of Reclamation in the future, through water 
repayment contracts with water and other facility users. The repayments are recognized as revenue, including 
interest if applicable, when the annual amounts become due each year. 


NOTE 12. NOTES PAYABLE TO TREASURY 


Interior's debt to Treasury consists of (1) the helium production fund and (2) borrowings to finance the credit 
reform loan programs established under the Indian Financing Act of 1964. 


Notes Payable to Treasury 


(dollars in thousands) 1998 1997 
Helium Fund $ 1,349,204 $ 1,357,204 
Credit Reform Borrowings 94,273 78,304 
Total Notes Payable to Treasury $ 1,443,477 $ 1,435,508 


A. Helium Fund - Bureau of Land Management 


The Helium Fund was established in the late 1950’s and early 1960's to ensure that the government had access 
to a dependable supply of helium, which at that time was considered to be a critical defense commodity. Start 
up capital was loaned to the helium program, with the expectation that the capital would be repaid with the 
proceeds of sales to other government users of helium. However, subsequent changes in the market price of 
helium and the need of government users for the commodity made the repayment of the capital, and subse- 
quent accrued interest, impractical. Given the intra-governmental nature of the loan, unless the loan is forgiven, 
the funds for repayment to Treasury must come from the U.S. Treasury, either in the form of appropriations to 
the helium fund to repay the loan or in the form of appropriations to other government users of helium to pay 
the higher prices necessary to permit loan repayment. 


The Helium Privatization Act of 1996, enacted October 9, 1996, directs the privatization of Interior’s helium 
refining program. Under this law, Interior will cease producing, refining and marketing refined helium within 
18 months of enactment. In addition, the sale of Interior’s stockpile of helium will commence no later than 
January 1, 2005 (see also Note 18, Discontinuation of Helium Program). 


Net Worth Debt reported in the table below reflects the amount recorded by Treasury for the net worth capital 
and retained earnings of the Helium Fund, plus any monies expended thereafter by Interior from funds pro- 
vided in the Supplemental Appropriation Act of 1959 for construction of a helium plant at Keyes, Oklahoma. 
Additional borrowing from Treasury represents funds borrowed for the acquisition and construction of helium 
plants and facilities and other related purposes including the purchase of helium. These amounts were due 25 
years from the date the funds were borrowed. However, as funding has not been received to repay the amounts 
due, the amounts could not be repaid. 


Interest on borrowing is compound interest on the debts described above, at rates determined by the Secretary 


of the Treasury taking into consideration the current average market yields of outstanding marketable obliga- 
tions of the United States having maturities comparable to investments authorized. The interest rate was deter- 
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mined at the time of each borrowing. With the passage of the Helium Privatization Act of 1996, no further 
interest is being accrued on this debt. 


Notes Payable to Treasury from the Helium Fund 


(dollars in thousands) 1998 1997 
Principal: 
Net Worth Debt $ °37,343 <$ -37,343 
Additional Borrowing from Treasury 251,650 251,650 
Total Principal 288,993 288,993 
Interest: 
Beginning Balance 1,068,211 1,076,211 
Repayments (8,000) (8,000) 
Ending Balance 1,060,211 1,068,211 


Notes Payable to Treasury - Helium Fund $ 1,349,204 $ 1,357,204 


B. Loans from Treasury under Credit Reform 


The Bureau of Indian Affairs and the Bureau of Reclamation have borrowed funds from Treasury in accordance 
with the Credit Reform Act of 1990 to fund loans under various loan programs. These amounts are repaid to 
Treasury as loan repayments are received from customers (see also Note 9, Loans and Interest Receivable). 


NOTE 13. CONTINGENT LIABILITIES 


The U.S. Department of the Interior is party to various administrative proceedings, legal actions, and tort 
claims which may ultimately result in settlements or decisions adverse to the Federal government. Interior has 
accrued liabilities where losses are determined to be probable and the amounts can be estimated. Other signifi- 
cant contingencies exist where a loss is reasonably possible, or where a loss is probable but an estimate cannot be 
determined. In some cases, once losses are certain, payments may be from the Judgment Fund maintained by 
Treasury rather than from amounts appropriated to Interior for Departmental operations. 


A. Environmental Hazards 


The U.S. Department of the Interior is subject to Federal, state, and local environmental laws and regulations 
regarding air, water, and land use, the storage and disposal of hazardous materials, and the operations and 
closure of facilities at which environmental contamination resulted. The major Federal laws covering environ- 
mental contamination as related to Interior are the Comprehensive Environmental Response, Compensation, 
and Liability Act (CERCLA) and the Resource Conservation and Recovery Act (RCRA). Responsible parties, 


including Federal agencies, are required to clean up releases of hazardous substances. 


Interior is the Federal agency with oversight responsibility for the Nation's national parks, wildlife refuges, and 
public domain lands, which comprise approximately one-fifth of the Nation's land mass. In this role, Interior is 
faced with many hazardous waste clean-up situations. The hazards include, among others, chemical hazards 
such as drums of toxic chemicals and soil and water contaminated by chemicals, and physical hazards such as 
open mine shafts. 


Interior has an active program to find and monitor its hazardous sites, secure the affected areas, and begin clean- 
up of priority areas. However, the vast expanse of Interior lands prevents an acre by acre review, so the exact total 


80 


Notes to Principal Financial Statements Fiscal Year 1998 Interior Accountability Report 





number of sites and a firm statement of cleanup costs are not determinable. Once a site has been identified, it 
may take several years to perform an evaluation of the site and determine the potential cost of remediation. 


In 1998 and 1997, Interior recognized an estimated liability of $275 million and $223 million, respectively, 
for sites where the Department either caused contamination or is otherwise related to it in such a way that it 
may be legally liable for cleanup of the hazard, and the environmental cleanup liability is probable and reason- 
ably estimable. This estimate includes the expected future clean-up costs, or for those sites where future liability 
is unknown, the cost of study necessary to evaluate cleanup requirements. Interior’s total contingent liability for 
environmental cleanup of sites, including those where liability is considered probable and reasonably estimable, 
may be over $338 million. The estimated liability excludes estimates of future mineral site restorations, dis- 
cussed below, for which Interior will voluntarily undertake remediation without legal responsibility to do so. 


In addition to the limited number of cases discussed above where Interior may have created or contributed to 
the hazards, other hazardous conditions exist on public lands for which the Department might fund clean up. 
These costs, which are not included in contingent liabilities, may result from: 


¢ legal mining activities by others over the past two centuries and prior to current strict environmental clean 
up and restoration laws; 


¢ legal mining activities subject to current standards, but where the responsible party cannot be found, has 
declared bankruptcy, or otherwise cannot be compelled to remove the hazard; 


¢ illegal activities, including active and abandoned narcotics laboratories, hazardous materials dumping, and 


illegal mining; and 
* transportation spills, landfills, pipelines, and airports. 
B. Indian Trust Funds 


The Secretary of the Interior is entrusted with the management of the monies and lands held in trust by the 
United States Government for Indians and Indian Tribes. 


At the direction of Interior and the Bureau of Indian Affairs, a national accounting firm conducted a five-year 
project to reconcile tribal trust fund account activity over the 20 year period beginning in 1972. The report of 
this reconciliation indicates that while there is no evidence that funds have been lost or stolen, the method of 
record keeping was not sufficient to reconstruct all activity or to permit a complete reconciliation of the tribal 
trust accounts. Documentation to support the accuracy of some transactions could not be located. Interior has 
presented to Congress a report that outlines proposed legislative settlement options for resolving disputed 
balances in tribal trust accounts. Consultations with Tribes are continuing in an effort to resolve the issue. 


The reconciliation project and Interior’s report to Congress did not address similar issues regarding trust ac- 
counts held for individual Indians. In 1997, certain parties brought a class action lawsuit against the Secretary 
of the Interior, the Assistant Secretary for Indian Affairs, and the Secretary of the Treasury alleging breach of 
trust with respect to the United States’ handling of Individual Indian Money (IIM) trust fund accounts. Coun- 
sel for the plaintiffs and the Government have not yet resolved this matter. 


No estimate is made at this time regarding any financial liability that may result from the resolution of the 
tribal reconciliation, the individual Indian class action lawsuit and any other related claims. However, it is likely 


that any settlement will be paid out of funds appropriated by Congress for that purpose. 
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C. Other Contingent Liabilities 


There are numerous claims filed against the Department and its bureaus with adjudication pending. As of 
September 30, 1998 and 1997, $396 million and $342 million, respectively, has been accrued in the financial 
statements for cases in which payment has been deemed probable and for which the amount of potential 
liability has been estimated, including certain judgments that have been issued against Interior and which have 
been appealed. This reflects an adjustment of $156 million for a case that was won on appeal. This case was 
reflected as a contingent liability on prior year financial statements. Cash settlements are expected to be paid 
out of the Judgment Fund maintained by Treasury rather than from operating resources of Interior. However, in 
suits brought through the Contract Disputes Act of 1978, the Department is required to reimburse the Judg- 
ment Fund from current agency appropriations. 


No amounts have been accrued in the financial records for claims where the amount or probability of judgment 
is uncertain. Three bureaus are defendants in certain litigation where damage awards being sought could amount 
to $1 billion or more; however, the ultimate outcome of these cases cannot be predicted at this time. Sufficient 
information is not currently available to determine if the ultimate resolution of these proceedings, actions, and 
claims will materially affect Interior’s financial position or results of operations. 


D. Undelivered Orders 


Undelivered Orders represent the intent to purchase goods or services for which money has been set aside or 


obligated for payment. The total balance of Undelivered Orders was over $3 billion as of September 30, 1998. 
NOTE 14. UNEXPENDED APPROPRIATIONS 


Unexpended Appropriations consist of obligated funds, unobligated funds, and unavailable authority. Obli- 
gated funds represent amounts designated for payment of goods and services ordered but not received, or for 
goods received and not yet paid for. Unobligated funds are generally available for current operations; however, 
there may be restrictions placed on the use of these amounts. Unobligated funds include amounts made avail- 
able for multiple fiscal years and no-year appropriations that are available for an indefinite period of time. 
Unavailable authority includes amounts appropriated to the Department in prior fiscal years, which may not be 
used for current operations. 


Unexpended Appropriations 


Unobligated 

(dollars in thousands) Obligated Available Unavailable 1998 1997 
Natural Resources: 

National Park Service $ 582,108 $ 10,367 $ 346,831 $ 939,306 | $ 864,961 

U.S. Fish and Wildlife Service 694,192 435,953 191,597 1,321,742 1,329,179 

Bureau of Land Management 184,621 170,857 : 355,478 374,266 

Bureau of Reclamation 319,704 191,028 pas ti 513,309 365,035 

Office of Surface Mining 266,338 43,841 10,681 320,860 345,597 

Minerals Management Service 61,012 4,710 4,280 70,002 61,639 
Total Natural Resources 2,107,975 856,756 555,966 3,520,697 3,340,677 
Science 193,137 14,430 23,442 231,009 21) Soo 
Indian Affairs 544,216 484,286 34,270 1,062,772 1,007,743 
Other Programs 422,494 184,128 536,889 1,143,511 612,076 
Total Unexpended Appropriations $ 3,267,822 $ 1,539,600 $1,150,567 $ 5,957,989 1S 5,178,051 
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NOTE I5. OPERATING EXPENSES 


By law, Interior, as an agency of the Federal government, is dependent upon other government agencies for 
centralized services. Some of these services, such as tax collection and management of the public debt, are not 
directly identifiable to Interior and are not reflected in the Department’ financial condition and results. How- 
ever, in certain cases, other Federal agencies incur costs that are directly identifiable to Interior operations, 
including payment of claims and litigation by Treasury's Judgment Fund, and the partial funding of retirement 
benefits by the Office of Personnel Management. In fiscal year 1997, in accordance with Statement of Federal 
Financial Accounting Standards (SFFAS) No. 4, “Managerial Cost Accounting,” Interior began recognizing 
identified costs paid for the Department by other agencies as expenses of Interior. The funding for these costs is 
reflected as imputed financing sources on the Statement of Changes in Net Position. Expenses paid by other 
agencies on behalf of Interior were $386 million and $282 million, respectively, in 1998 and 1997 and are 
included in the table below. 


Operating Expenses 


Natural Indian Other 
dollars in thousands Resources Science Affairs Programs 1998 1997 













Salaries and Benefits $ 2,498,253 $ 652,487 $ 409,689 $ 186,817 $ 3,747,246 | $ 3,880,812 
Contractual Services 1,200,644 197,451 889,074 44,093 Zoodeeoz 2,071,764 
Grant, Subsidies and Contributions 1,101,866 64,881 430,117 295,639 1,892,503 2,021,479 
Acquisition of Non-Capitalized Property 278,248 41,122 83,210 - 402,580 221,809 
Rent, Communication and Utilities Zoe 89,431 25,862 44,785 376,191 382,889 
Supplies and Materials 249,720 41,336 39,353 - 330,409 344,851 
Travel and Transportation 159,014 41,206 32,867 - 233,087 212,270 
Acquistion of Stewardship Property 118,033 - - - 118,033 74,345 
Printing & Reproduction 16,835 4,667 736 - 22,238 26,498 
Other expenses 126,446 220 178,968 149,841 455,475 












Intra-Segment & Intra-Departmental Eliminations 
Total 


59,985 
$ 5,905,187 $ 1,132,801 





244,705 ; 
476,470 $ 9,604,334 | $ 9,272,857 






$ 2,089,876 $ 


The Department of Interior’s operating and other expenses and exchange revenues are reported in the 
governmentwide consolidated financial statements in the following budget functional classifications: 


Budget Functional Classifications 


Operating and 








Other Expenses Revenue 

Natural Resources 73.2% 84.3% 
Community and Regional Development 20.5% 14.8% 
General Government 4.0% 0.8% 
Transportation 1.8% 0.0% 
Education and Training 0.5% 0.1% 
100.0% 100.0% 
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NOTE 16. COMPARATIVE DATA 


Audited comparative data for fiscal year 1997 has been presented in order to provide an understanding of 
changes in financial position and operations of Interior. Prior Period Adjustments are used to reflect in the 
current period the retroactive impact of newly adopted accounting standards and policies, and the correction of 
accounting errors that occurred in prior periods. 


In fiscal years 1997 and 1998, Interior adopted several new Federal accounting standards including SFFAS No. 
4, “Managerial Cost Accounting” (partially adopted in 1998); SFFAS No. 5, “Accounting for Liabilities of the 
Federal Government” (1997); SFFAS No. 6, “Accounting for Property, Plant and Equipment (1997 and 1998), 
and SFFAS No. 7 “Revenue and Other Financing Sources” (1997). Accordingly, Interior has posted a number of 
prior period adjustments reflecting the adoption of these accounting standards. 


In addition, several Interior bureaus have reviewed historic property records and have implemented new prop- 
erty accounting systems and procedures, resulting in adjustments to reported property and accumulated depre- 
ciation balances. Property adjustments identified in 1998 include (1) the correction of an error in which the 
value of certain land had been included in depreciable property, plant, and equipment accounts, and (2) the 
correction of certain construction-in-progress accounts where assets had not been removed from the in-progress 
account upon completion. In addition, property adjustments were made to remove certain heritage assets under 
construction from construction-in-progress accounts to correspond with a literal interpretation of SFFAS No. 6. 
The Department intends to seek a re-examination of this accounting standard. 


To comply with SFFAS No. 7, beginning in fiscal year 1998, royalty collections transferred to the Bureau of 
Reclamation are reported on the Statement of Changes in Net Position instead of the Statement of Net Cost of 


Operations. 


Prior Period Adjustments 


(dollars in thousands 1998 1997 
Changes in Accounting Policy and Adoption of New Accounting Standards 

Initial Recognition of Unfunded Workers' Compensation Liability $ 405,651 

Initial Recognition of Contingent and Environmental Liabilities $ 284,841 

Accounting for Property 264,631 119,381 

Restatement of Equity Accounts 61,683 
Adjustments to Property (34,192) (297,097) 
Other Changes (124,966) (27,564) 
Total Prior Period Adjustments $ 511,124 $ 141,244 


NOTE 17. CUSTODIAL AND INTRA-DEPARTMENTAL ACTIVITY 


Interior collects, on behalf of the U.S. Government, amounts on offshore lease sales, mineral rents and royalties 
and miscellaneous collections resulting from money received in error from mineral industry payors. By law, 
custodial revenues are transferred to the U.S. Treasury, National Park Service Conservation Funds, States, Bu- 
reau of Reclamation, Indian Tribes and agencies, and Minerals Management Service Offshore Program, and 
other Federal agencies. In 1998, this amounted to $5.8 billion, a small decrease compared to the 1997 total of 
$6.2 billion. The Statement of Custodial Activity summarizes the collections on behalf of the Federal govern- 
ment. 
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At the end of fiscal year 1997, the law authorizing the transfer of custodial revenue to the Historical Preservation 
Fund of the National Park Service expired. The increase in collections pending transfers on the Statement of 
Custodial Activity includes $150 million that was transferred to the Historical Preservation Fund after the 
expiration of the law and is to be returned to the Department of the Treasury. 


Due to the nature of Interior's operations and the appropriations language authorizing the collection and use of 
certain receipts, there are several instances where various revenues earned or collected by the Department are 
first reported as Revenue or Custodial Collections and Transfers Out, are later appropriated to the Department 
for use, and then are recognized as Appropriated Capital Used on the Statement of Changes in Net Position. For 
example: 


¢ In 1997 and 1998, Appropriated Capital Used includes approximately $210 million of Abandoned Mine 


Land revenues recognized as Non-Exchange Revenue in prior years. 


¢ Conservation Fund Revenues each year consist primarily of oil and gas revenues collected by the Minerals 
Management Service reported as Collections of Custodial Revenue. 


¢ Other Financing Sources on the Statement of Changes in Net Position include approximately $423 million 
of custodial oil and gas revenues transferred to the Bureau of Reclamation. 


* Conservation Fund Transfers are primarily made available for use within the Department, including the 
Everglades Restoration Fund (administered by the Office of the Secretary) and the National Park Service. 


NOTE 18. INDIAN TRUST FUNDS (UNAUDITED) 


The Secretary of the Interior has fiduciary responsibility for approximately $2.9 billion dollars held in trust on 
behalf of over 300,000 American Indian tribes and individual Indian accounts. Approximately 350 tribes have 
an interest in the $2.5 billion Tribal Fund which accounts for 86% of the Indian Trust Funds. The remainder 
of the trust funds ($479 million) are in about 300,000 individual Indian accounts and other special trust 
funds, including the Alaska Native Escrow Fund. The Individual Indian Monies (IIM) Fund is primarily a 
deposit fund for individuals as well as estates which have a fiduciary interest in the trust funds. A major portion 
of the Tribal Fund consists of judgment awards while IM Fund income is derived from royalties on natural 
resource depletion, land use agreements, enterprises having a direct relationship to the trust resources, per 
capita payments, and investment income. 


The assets held in trust for Native Americans are owned by the trust beneficiaries and are not Federal assets. 
Therefore, these amounts are not reflected in the Consolidated Financial Statements of the Department in- 
cluded in this report. 


A summary of the Tribal and Other Special Trust Funds and individual Indian assets, Trust Fund Balances and 
Changes in Trust Fund Balances is presented on the following page. These amounts do not include trust land 
managed by the Department. An audit report issued by an independent public accountant has been published 
covering fiscal year 1997 Indian Trust Fund financial statements. The auditors expressed a qualified opinion on 
these balances due to significant differences between the cash and overnight investment balances reported by 
the trust funds and those reported by the Department of Treasury, which prevented these amounts from being 
audited. In addition, certain trust fund beneficiaries disagreed with trust fund balances and have filed or are 
expected to file claims against the Department regarding these amounts. For more information, see Note 13, 
“Contingent Liabilities”. 
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Tribal and Other Special Trust Funds 
Combined Statement of Assets and Trust Fund Balances - Cash Basis 
as of September 30, 1998 and 1997 
(dollars in thousands) 


UNAUDITED 
1998 1997 
ASSETS 
Current Assets 
Cash with U.S. Treasury $ 16,132 $ (743) 
Investments 2,443,916 2,403,109 
TOTAL ASSETS $ 2,460,048 $ 2,402,366 
TRUST FUND BALANCES, Held for Indian Tribes 
and Other Special Trust Funds. $ 2,460,048 $ 2,402,366 


Tribal and Other Special Trust Funds 
Combined Statement of Changes in Trust Fund Balances - Cash Basis 
for the period ending September 30, 1998 and 1997 
(dollars in thousands) 


UNAUDITED 
Receipts $ 521,725 $ 619,770 
Disbursements (465,398 453,014 
Receipts in Excess of Disbursements 56,327 166,756 
Trust Fund Balances - Beginning of Year 2,403,721 2,235,610 
Trust Fund Balances - End of Year $ 2,460,048 $ 2,402,366 


Statement of Assets and Trust Fund Balances - Modified Cash Basis 
as of September 30, 1998 and 1997 
(dollars in thousands) 


UNAUDITED 
1998 1997 
ASSETS 
Current Assets 
Cash with U.S. Treasury $ (15,124) $ (6,813) 
Investments 494,312 505,848 
TOTAL ASSETS $ 479,188 $ 499,035 
TRUST FUND BALANCES, Held for Individual 
Indian Monies Trust Funds $ 479,188 $ 499,035 


Statement of Changes in Trust Fund Balances - Modified Cash Basis 
for the years ending September 30, 1998 and 1997 
(dollars in thousands) 


UNAUDITED 
Receipts $ 313,600 $ 548,280 
Disbursements (354,119) (547,806) 
Receipts in Excess of Disbursements (40,519) 474 
Trust Fund Balances - Beginning of Year 519,707 498,561 
Trust Fund Balances - End of Year $ 479,188 $ 499,035 
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NOTE 19. DISCONTINUATION OF HELIUM PROGRAM 


The Helium Privatization Act of 1996, enacted October 9, 1996, directs the privatizing of Interior’s Federal 
Helium Refining Program. Under this law, Interior will cease the production, refining, and marketing of refined 
helium within 18 months of enactment. Interior will continue to store, transport, and withdraw crude helium 
and maintain and operate crude helium storage facilities in existence on the date of enactment. Interior may also 
enter into agreements with private parties for the recovery and disposal of helium on Federal lands and may 
grant leasehold rights to any such helium. The sale of stockpile crude helium will commence no later than 
January 1, 2005, and will continue until January 1, 2015, at which time the helium reserves should be reduced 
to 600 million cubic feet. 


NOTE 20. FINANCING 


SFFAS No. 7, “Accounting for Revenue and other Financing Sources”, which became effective in fiscal year 
1998, presents the conceptual framework for the Schedule of Financing disclosure presented here. As this is the 
first year the Department is presenting the information, comparative statements have not been presented. 


The intent of the Schedule of Financing is to facilitate the understanding of the financial net cost of operations 
in relation to the obligation of budget authority. Because the accrual-based measures used in the Statement of 
Net Cost differ from the obligation-based measures used in the Statement of Budgetary Resources, this infor- 
mation is provided to highlight the differences. 


The Schedule of Financing consists of four sections: (1) budgetary and nonbudgetary resources used to fund 
activities; (2) resources that do not fund the net costs of operations; (3) components of net costs of operations 
that do not require resources during the reporting period; and (4) costs for which financing sources are yet to be 
provided. This schedule has been prepared on a combining rather than a consolidated basis; consequently, 
intra-entity transactions have not been eliminated. 


Schedule of Financing 


(dollars in thousands) 4998 
Obligations and Nonbudgetary Resources: 
Obligations Incurred $ 11,437,920 
Spending Authority for Offsetting Collections and Adjustments (2,280,599 
Subtotal 9,157,321 
Imputed Financing 385,684 
Exchange Revenue Not in the Budget (628,514) 
Non-Exchange Revenue and Other Financing Sources DAT, Or 
Resources from Unfilled Customer Orders 183,323 
Donations Not in the Budget 15,288 
Other Financing Sources 13,633 
Total Obligations as Adjusted, and Nonbudgetary Resources $ 9,643,872 
Resources That Do Not Fund Net Cost of Operations: 
Transfers to Treasury and Other Agencies (741,206) 
Costs Capitalized (571,067) 
Prior Period Adjustments (501,844) 
Change in Goods and Services Ordered But Not Yet Received (487,399) 
Total Resources That Do Not Fund Net Cost of Operations (2,301,516) 
Costs That Do Not Require Resources: 
Depreciation 335,074 
Loss on Disposition of Assets 38,553 
Cost of Goods Sold 11,680 
Bad Debt Expense 6,733 
Other Expenses That Do Not Require Budgetary Resources (135,699) 
Total Costs That Do Not Require Resources 256,341 
Financing Sources Yet to Be Provided 705,427 


Net Cost of Operations $ 8,304,124 
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NOTE 21. WORKING CAPITAL FUNDS 


Interior has four working capital funds which are established by law to finance a continuing cycle of operations, 
with the receipts from the operations available for use by the funds without further action by Congress. The four 
working capital funds are established in the Bureau of Reclamation, Office of the Secretary, Bureau of Land 
Management, and U.S. Geological Survey, and operate as revolving funds. The costs of providing services and 
operating the funds are fully recovered from customers. The major working capital fund customers are Interior 
bureaus and offices and other Federal agencies; however, some services are provided to States, and non-govern- 
ment entities. Some of the significant services provided to customers consist of central reproduction, telecom- 
munications, aircraft services, supplies, publications, training, computer processing and related activities, engi- 
neering and technical services, and certain cross-servicing activities such as payroll, personnel, and financial and 
accounting services. The services provided by the working capital funds are usually those which may be per- 
formed more advantageously on a reimbursable basis. In addition, Interior manages the Interior Franchise Fund 
which is part of the Franchise Fund Pilot program which operates under special appropriation authority estab- 
lished consistent with authorities allowed under the Government Management Reform Act of 1994. 


The following condensed information about assets, liabilities, and net position of the Interior working capital 


funds is summarized for the fiscal years ended September 30, 1998 and 1997. The financial information 
presented includes intra-Departmental transactions. 
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U. S. Department of the Interior 
Supplemental Statement of Financial Position 
Combined Working Capital Funds 
as of September 30, 1998 
(dollars in thousands) 


Bureau of U.S. Interior 
Bureau of Land Geological Departmental Franchise 
SR CMaation Management ___ Survey __Offices Funds __ TOTAL 
ASSETS 
Fund Balance with Treasury & Cash $ § 82,076" $> 23,624 $50,078. $ © 27,474. $ -3,166. *$186,418 
Accounts Receivable 4,906 - 5,796 7,763 16,359 34,824 
Property Plant & Equipment 47,339 54,662 el 20,157 - 123,429 
Other Assets 196 1,183 6 530 - 1,903 
TOTAL ASSETS STS4 S170 ere, 469 ~ $157,139.95 955,924 $ 19.525. $346,574 
LIABILITIES AND NET POSITION 
Liabilities to the Public 
Accounts Payable and Other Bi eU,070" She sey OSES Fasiur 9,739 §$ - $32,327 
Liabilities to Federal Agencies 
Amounts Payable to Treasury and Other - 4ae) 767 351 (557) 3,741 4,582 
Other Liabilities to Federal Agencies - 1 53,258 8,056 16,011 Teese} 
Total Liabilities 20,355 1,405 55,485 17,238 19,752 114,235 
Net Position 
Cumulative Results of Operations 114,162 78,064 1,654 38,686 (227) 232,339 
Total Net Position 114,162 78,064 1,654 38,686 (227) _ 232,339 


TOTAL LIABILITIES AND NET POSITION > 0 104;517 8 $79,469 9S 57,139 $3) 65,924 $.19,525. $346,574 


U. S. Department of the Interior 
Supplemental Statement of Financial Position 
Combined Working Capital Funds 
as of September 30, 1997 
(dollars in thousands) 


Bureau of U.S. Interior 
Bureau of Land Geological Departmental Franchise 
Relation _Management___Survey __Offfices Fund TOTAL 
ASSETS 
Fund Balance with Treasury and Cash $ 100,330 $ 21,003" $-- 35,067 —$ 30,343 $ 4,106 $191,449 
Accounts Receivable 5,816 264 10,295 6,563 2.033 25,471 
Property, Plant, and Equipment 39,262 49,330 1,047 18,014 - 107,653 
Other Assets 161 350 - 644 - th iltete: 
TOTAL ASSETS $ 145,569 $ 71,547 $ 46,409 $ 55,564 $ 6,639 $325,728 
LIABILITIES AND NET POSITION 
Liabilities to the Public 
Accounts Payable and Other $ 15,894 §$ aie ppris ees Foes Bae 13,657,. -$ - $ 32,080 
Liabilities to Federal Agencies - 
Amounts Payable to Treasury and Other 2,265 5} 6 4,242 2,649 9,167 
Other Liabilities to Federal Agencies Sh GAL - 29,430 6,935 4,120 44,212 
Total Liabilities 21,886 561 31,409 24,834 6,769 85,459 
Net Position 
Cumulative Results of Operations 123,683 70,986 15,000 30,730 130) 240,269 
Total Net Position 123,683 70,986 15,000 30,730 (130) 240,269 
TOTAL LIABILITIES AND NET POSITION $ £145,569: °$ 71,547 $ 46,409 $ 55,564 $ 6,639 $325,728 
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U. S. Department of the Interior 
Supplemental Statement of Operations 
Combined Working Capital Funds 
for the year ended September 30, 1998 
(dollars in thousands) 


Bureau of U.S. Interior 
Bureau of Land Geological Departmental Franchise 
Reclamation Management Survey Offices Funds TOTAL 
Expenses 
Operating Expenses $ 280,665 $ 7,360 $ 48,485 $ 91,556 $ 21,923 $449,989 
Depreciation and Amortization 9,380 7,013 201 801 - 17,395 
Net Loss (Gain) on Disposition of Assets 350 (1,057) 15 (30) - (722) 
Bad Debt Expense ie - - - - if 
Other Expenses 11,194 63 2 1,265 - 12,524 
Total Expenses 301,606 13,379 48,703 93,592 21,923 479,203 
Revenues 
Sales of Goods and Services to the Public 17,769 674 - 22,893 1 41,337 
Sales of Goods and Services to Federal Agencies 254,310 18,224 49,742 71,888 21,825 415,989 
Other Revenues 111 1,396 - - - 1,507 
Total Revenues 272,190 20,294 49,742 94,781 21,826 458,833 
NET COST OF (PROFIT FROM) OPERATIONS $ 29,416 §$ (6,915) $ (1,039) $ 1,189) $ 97 $ 20,370 
U. S. Department of the Interior 
Supplemental Statement of Operations 
Combined Working Capital Funds 
for the year ended September 30, 1997 
(dollars in thousands) 
Bureau of U.S. Interior 
Bureau of Land Geological Departmental Franchise 
Reclamation _Management Survey Offices Fund TOTAL 
Expenses 
Operating Expenses $ 289,947 §$ 17,295 $ 48,483 $ 85,042 $ 3,515 $444,282 
Depreciation and Amortization 3,547 - 155 289 - 3,991 
Net Loss (Gain) on Disposition of Assets 484 (746) - eae! - 911 
Bad Debt Expense - - - - - - 
Other Expenses - 1 10 289 - 300 
Total Expenses 293,978 16,550 48,648 86,793 3,515 449,484 
Revenues 
Sales of Goods and Services to the Public 35,256 - - 1,390 1 36,647 
Sales of Goods and Services to Federal Agencies 276,184 16,037 47,363 85,201 3,385 428,170 
Other Revenues 50 3,136 1,726 - 4,912 


Total Revenues 311,490 19,173 49,089 86,591 3,386 469,729 
NET COST OF (PROFIT FROM) OPERATIONS $ (17,512) $ 2,623) $ 441) $ 202 $ 129 $ (20,245 
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U.S. Department of the Interior 
Consolidating Statement of Financial Position 
September 30, 1998 


(dollars in thousands) 


Fish and Bureau of Minerals National 
Wildlife Land Management Park 
Service Management Service Service 
ASSETS 
Current Assets 
Fund Balance with Treasury and Cash $775,570 *$ <-472:963 5$. 79/6465 1 177,050 
Investments 
Treasury Securities 469,209 - - 65 
Public Securities - - - - 
Accounts Receivable q 
Public, Net of Allowance for Doubtful Accounts S Oat 5,806 20,609 9,605 
Due from Federal Agencies e 401,298 11,098 1,539 14,323 
Inventory and Other 5,027 366,926 - - 
Total Current Assets 1,654,615 856,793 101,794 1,201,023 
Total Property, Plant and Equipment 746,682 257110 16,870 982,690 
Total Other Assets 1,038 2,288 32 68,871 
Restricted Assets - - - 14,146,048 
Total Department Assets 2,402,335 1,096,191 118,696 16,398,632 
Assets Held on Behalf of Others 
Royalty Management - - 2,714,885 - 
Non-Royalty Management 47 201,986 - 27,769 
Total Assets Held on Behalf of Others 47 201,986 2,714,885 27,769 
TOTAL ASSETS $ 2,402,382 $ 1,298,177 $ 2,833,581 $ 16,426,401 
LIABILITIES AND NET POSITION 
Liabilities 
Liabilities Covered by Budgetary Resources 
Liabilities to the Public 
Accounts Payable to the Public So 46.0295.S55 47-883 om 25,403 SeeeLOOrI CO 
Deferred Revenue 46 100,008 - - 
Escrow Investments - - 1,716,261 - 
Advances and Deferred Credits and Other 3,668 126,460 6,616 12,414 
Total Liabilities to the Public 49,743 274,351 1,748,340 118,600 
Liabilities to Federal Agencies 
Accounts Payable 16,125 4,289 (241) 150,713 
Amounts Payable to Treasury - 1,349,203 - - 
Undistributed Royalty Collections - - 998,576 - 
Deferred Revenue and Other 2,923 3,963 48 34,514 
Total Liabilities to Federal Agencies 19,048 1,357,455 998,383 185:227, 
Total Liabilities Covered by Budgetary Resources 68,791 1,631,806 2,746,723 303,827 
Liabilities Not Covered by Budgetary Resources 
Unfunded Payroll Costs, Payable to the Public 40,177 44,587 8,905 64,327 
Contingent Liabilities, Payable to the Public 138,000 13,281 - She yal IT 
Actuarial Liabilities, Payable to Federal Agencies 34,002 51,791 - 148,817 
Other Unfunded liabilities, payable to Federal Agencies 1,248 6,839 - - 
Total Liabilities Not Covered by Budgetary Resources 213,427 116,498 8,905 246,361 
Total Liabilities 282,218 1,748,304 2,755,628 550,188 
Net Position 
Unexpended Appropriations 1,321,742 355,478 70,002 939,306 
Cumulative Results of Operations 798,422 (805,605) 7,951 940,881 
Restricted Equity-Conservation Funds - - - 13,996,026 
Total Net Position 2,120,164 (450,127) 77,953 15,876,213 


TOTAL LIABILITIES AND NET POSITION $ 2,402,382 $ 1,298,177 $ 2,833,581 $ 16,426,401 


The accompanying notes are an integral part of these financial statements. 
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Bureau of 
Reclamation 


$ 831,510 


99,670 
7,921 


939,101 
131 32,950 
1,016,773 
3,287,930 
18,976,761 


2,190,966 
2,190,966 
$ 21,167,727 


$ 91,516 
3,544,339 
78,382 
3,714,237 


16,085 
68,438 
1,367 
85,890 
3,800,127 


195,570 
6,662 
64,602 
91,932 
318,766 
4,118,893 


513,309 
14,600,782 
1,934,743 
17,048,834 
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U.S. Department of the Interior 
Consolidating Statement of Financial Position 


Office of 
Surface 
Mining 


$ 44,173 


1,637,118 


1,894 

31 
1,683,216 
5,557 
24,993 


1,713,766 


43 
43 
$ 1,713,809 


$ 6,745 


1,814 
8,559 


616 


243 
859 
9,418 


4,476 
110,638 
1,621 
116,735 
126,153 


320,860 
1,266,796 


1,587,656 


September 30, 1998 


(dollars in thousands) 


TOTAL 


NATURAL 
RESOURCES 


$ 3,380,892 


2,106,392 


141,095 
436,210 
371,953 
6,436,542 
15,721,866 
1,113,995 
17,433,978 
40,706,381 


2,714,885 
2,420,811 
5,135,696 
$ 45,842,077 


Oi o2s,o22 
3,644,393 
1,716,261 

229,354 
5,913,830 


187,587 
1,417,641 
998,576 
43,058 
2,646,862 
8,560,692 


358,042 
301,798 
300,833 
60,019 
1,020,692 
9,581,384 


3,520,697 
16,809,227 
15,930,769 
36,260,693 


SCIENCE 


INDIAN DEPARTMENT 


AFFAIRS 


$ 231,833 $ 884,343 


$ 


70,392 
85,631 
17,475 
405,331 
aor 
780 


581,682 


581,682 $ 2,540,199 


56,774 $ 


PERMITE 
79,751 


21,007 


33,659 
54,666 
134,417 


49,288 
86,817 
25,999 


161,660 
296,077 


231,009 
54,596 


285,605 


4,497 
37,196 


10,358 
46,842 


983,236 


1,241,458 


314,543 


2,039,237 


962 
962 


60,701 
(421) 

14,323) 

45,957 


4,592 
AAS REATETA 
61,908 
184,777 
230,734 


39,718 
281,925 
80,576 


402,219 
632,953 


1,062,772 


844,474 


1,907,246 


$ 


$ 


$ 21,167,727 $ 1,713,809 $ 45,842,077 $ 581,682 $ 2,540,199 $ 


OFFICES 


TOTAL 


1,163,063 $ 5,660,131 


78,329 


1,540 
37,308 
526 
1,280,766 
160,862 
43,983 


1,485,611 


1,485,611 


SO,o2I 

466 
12,129 
47,916 


9,292 


8,067 
17,359 
65,275 


9,864 
243 
9,/37 
15,844 
81,119 


1,143,511 

260,981 
1,404,492 
1,485,611 


2,189,218 
37,196 


223,385 
605,991 
389,954 
9,105,875 
17,299;757 
1,473,301 
17,433,978 


45,312,911 


2,714,885 
2,421,773 
5,136,658 


$ 50,449,569 


476,618 
3,644,438 
1,716,261 

250,137 
6,087,454 


222,478 
1,535,918 
998,576 
146,692 
2,903,664 
8,991,118 


456,912 
670,783 
412,701 
60,019 
1,600,415 
10,591,533 


5,957,909 
17,969,278 
15,930,769 
39,858,036 


$ 50,449,569 


The accompanying notes are an integral part of these financial statements. 
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U.S. Department of the Interior 
Consolidating Statement of Net Cost of Operations 
for the year ended September 30, 1998 


(dollars in thousands) 


Fish and Bureau of National Office of 
Wildlife Land Park Bureau of Surface 


Service Management Service Reclamation Mining 


Expenses 
Operating Expenses $ 1,323,134" $1,229,035" $ 1,875,101. -S 7910,096 -$ 330:622 
Other Expenses 
Depreciation and Amortization 24,000 26,074 51,684 144,034 960 
Net Loss on Disposition of Assets 1,018 96 - 933 111 
Bad Debt Expense 21 (511) cS (545) 1,714 
Other Expenses 70,729 9,727 1,724 TSf3T 20,463 
Total Other Expenses 95,768 35,386 53,481 218,159 23,248 
Total Expenses 1,418,902 1,264,421 1,928,582 1,128,255 354,070 
Revenues 
Sales of Goods and Services to the Public 14,013 170,323 218,377 151,394 1,791 
Sales of Goods and Services to Federal Agencies 63,007 27,442 42,582 375,931 1,488 
Other Revenues 46,530 27,984 24,179 103,235 849 
Total Revenues 123,550 225,749 285,138 630,560 2,430 
NET COST OF OPERATIONS $ 1,295,352 $ 1,038,672 $ 1,643,444 $ 497,695 $ 351,640 


The accompanying notes are an integral part of these financial statements. 
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U.S. Department of the Interior 
Consolidating Statement of Net Cost of Operations 
for the year ended September 30, 1998 


(dollars in thousands) 


Minerals —CNaatturral NATURAL DEPT Inter- 
Management Resource RESOURCE INDIAN OFFICES & Segment 


Service Eliminations | BUREAUS SCIENCE AFFAIRS OTHER _ Eliminations TOTAL 


$ 296,984 $ (59,985) $ 5,905,187 $ 1,132,801 $ 2,089,876 $ 721,143 $ (244,673) $ 9,604,334 


2,262 - 249,014 24,565 60,407 1,088 - 335,074 

- - 2,158 3,531 32,798 66 - 38,553 

- - 752 91 5,890 - - 6,733 
156,449 - 19,931 - 104 193,107 (373 - 212,769 
154,187 - 271,855 28,291 292,202 781 - 593,129 
142,797 (59,985) 6,177,042 1,161,092 2,382,078 721,924 (244,673) 10,197,463 
1,369 - 557,267 131,505 I1,679 8,908 - 789,359 
64,677 (59,985) 515,142 212,700 104,159 197,833 (244,673) 785,161 
71,743 - 272,822 (384) 22,076 24,305 - 318,819 
137,789 59,985) 1,345,231 343,821 217,914 231,046 244,673) 1,893,339 
$ 5,008 $ - $ 4,831,811 $ 817,271 $ 2,164,164 $ 490,878 $ - $ 8,304,124 


The accompanying notes are an integral part of these financial statements. 
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U.S. Department of the Interior 
Consolidating Statement of Changes in Net Position 
for the year ended September 30, 1998 


(dollars in thousands) 


Fish and Bureau of National 
Wildlife Land Park Bureau of 
Service Management Service Reclamation 


Change in Net Position from Entity Operations 


Net Cost of Operations $ (1,295,352) $ (1,038,672) $ (1,643,442) $ (497,696) 
Financing Sources Other than Revenue 
Appropriated Capital Used 1,383,778 1,136,213 1,749,135 779,876 
Abandoned Mine Land Fees and Other 69,126 - - - 
Imputed Financing Sources 30,697 45,786 63,877 140,447 
Donated Revenue 5,429 - - 2.000 
Other 22,670 - 156 421,149 
Total Financing Sources Other than Revenue 1,511,700 1,181,999 1,813,168 1,343,829 
Transfers and Other Changes in Equity 
Transfers, Net (95,200) (144,463) (5,771) (512,814) 
Other Non-Operating Changes in Net Position 3,186 5 24,162 2020 
Total Transfers and Other Changes in Equit 98,386 144,468 29,933 515,341 
Total Change in Net Position from Entity Operations 117,962 1,141 139,793 330,792 


Change in Net Position from Non-Entity Operations 
Custodial Activity 
Collection of Custodial Revenue - - - - 
Custodial Revenue Transferred to Others - - - - 
Net Change in Royalties to be Transferred - 


Net Change from Custodial Activit 
Conservation Fund Activity 


Conservation Fund Revenues - - 899,022 
Conservation Fund Disbursements - - (974,701) - 
Net Change from Conservation Fund Activity - - (75,679) - 
Net Results of Operations 117,962 (1,141) 64,114 330,792 
Prior Period Adjustments 16,515 47,472 413,447 107,490 
Change In Net Position from Operations 101,447 (48,613) (349,333) 438,282 
Increase (Decrease) in Unexpended Appropriations CASL 18,788 74,345 148,433 
Total Change In Net Position 94,010 (67,401) (274,988) 586,715 
Net Position - Beginning of Year 2,026,154 382,726 16,151,201 16,462,119 


Net Position - End of Year $2,120,164 $ 450,127) $ 15,876,213 $ 17,048,834 


The accompanying notes are an integral part of these financial statements. 
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U.S. Department of the Interior 
Consolidating Statement of Changes in Net Position 
for the year ended September 30, 1998 


(dollars in thousands) 


Office of Minerals NATURAL 
Surface Management RESOURCE INDIAN DEPT 
Mining Service BUREAUS SCIENCE AFFAIRS OFFICES TOTAL 


$ (351,642) $ (5,007) $ (4,831,811) $ (817,269) $ (2,164,164) $ (490,880) $ (8,304,124) 


324,875 219,948 5,593,825 745,948 1,955,186 533,091 8,828,050 
279,418 : 348,544 : : : 348,544 
17,101 297,908 45,853 30,907 11,016 385,684 

: . 7,786 1,215 : 6,287 15,288 
86,765 : 530,740 : ; : 530,740 
691,058 237,049 6,778,803 793,016 1,986,093 550,394 10,108,306 
(209,111) (75,609) (1,042,968) (10) (15,224) (0) (1,058,202) 
372 497 29,755 21,830 6,408 330 14,663 
209,483 75,112 1,072,723 21,820 21,632 330 1,072,865 
129,933 156,930 874,269 2,433 199,703 59,184 731,317 

: 6,066,123 6,066,123 : : ‘ 6,066,123 

: (5,848,412) (5,848,412) : : : (5,848,412) 

= 217,711 217,711 : : : 217,711 

: 0 0 : : , 0 

; : 899,022 : 3 : 899,022 

2 : 974,701 : : : 974,701 

: : 75,679 : : : 75,679 
129,933 156,930 798,590 (2,433) (199,703) 59,184 655,638 
7,168 : 377,112 51,211 82,182 619 511,124 
122,765 156,930 421,478 (53,644) (281,885) 58,565 144,514 
24,737 8,362 180,178 13,455 55,028 531,436 780,097 
98,028 165,292 601,656 (40,189) (226,857) 590,001 924,611 
1,489,628 87,339 35,659,037 325,794 2,134,103 814,491 38,933,425 
$ 1,587,656 $ 77,953 $ 36,260,693 $ 285,605 $ 1,907,246 $ 1,404,492 $ 39,858,036 


The accompanying notes are an integral part of these financial statements. 
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U.S. Department of the Interior 
Combining Statement of Budgetary Activity 
for the year ended September 30, 1998 


(dollars in thousands) 


Fish and Bureau of National 
Wildlife Land Park 
Service __ Management Service 
Budgetary Resources 
Budget Authority $1,457, 1638 $2 91,113,316 —$ 41 913.803 
Appropriation Available for Investment, but not Obligation - - - 
Unobligated Balances - Beginning of Year 651,020 Zikils Wee 378,362 
Net Transfers of Prior Year Balance (33,159) - 53,328 
Spending Authority from Offsetting Collections 168,345 86,439 94,207 
Adjustments 132,334 (7,017) 63,078 
Recissions, Cancellations, and Other Adjustments (4,147) - - 
Total Budgetary Resources $ 2,371,554 $ 1,469,910 $ 2,502,778 
Status of Budgetary Resources 
Obligations Incurred $ 1,636,103 $ 1,254,282 $ 1,981,030 
Unobligated Balances - Available 549,509 203,988 Deon 
Appropriation Available for Investment, but not Obligation - = - 
Unobligated Balances - Unavailable 185,942 11,640 10,431 
Total Status of Budgetary Resources $ 2,371,554 $ 1,469,910 $ 2,502,778 
Outlays 
Obligations Incurred $ 1,636,103 $ 1,254,282 $ 1,981,030 
Less: Spending Authority from Offsetting Collections and Adjustments 300,679 104,128 166,754 
Subtotal 1,335,424 1,150,154 1,814,276 
Obligated Balance Transferred - Net - - - 
Obligated Balances - Beginning of Year 760,415 215,086 631,974 
Obligated Balances - End of Year 734,774 234,457 664,446 
Total Outlays $1,361,065) —$.— 1,130,783 i$e 1378 1,.804 


The accompanying notes are an integral part of these financial statements. 
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U.S. Department of the Interior 
Combining Statement of Budgetary Activity 
for the year ended September 30, 1998 


(dollars in thousands) 





Office of Minerals 
Bureau of Surface Management NATURAL INDIAN DEPARTMENT DEPARTMENT 
Reclamation Mining Service RESOURCES SCIENCE AFFAIRS OFFICES TOTAL 
m 9,005,231, 9.5 305,267 -$ 215,199 §$ 6,009/977 $9) 758,772» $2,063,830 $ 1,063,801 $ 9,896,380 
- (PSO, 00 - 1,301,565 - - - 1,354,065 
378,932 60,707 (21,341) 1,724,852 54,046 499,716 364,778 2,643,392 
(33) - - 20,136 (1,660) - - 18,476 
620,910 4,052 126,500 1,100,453 396,378 139,038 256,963 1,892,832 
(16,389) 43,914 12,606 228,526 16,640 31,866 16,948 293,980 
- - 889 5,036 Zt2 - - 7,208 
$ 1,988,651 $ 1,765,505 $ 332,075 $ 10,430,473 $ 1,222,004 $ 2,734,450 $ 1,702,490 $ 16,089,417 
$ 1,547,932 $ 359,419 $ 322,790 §$ PAOTS56" S$ 01,165,415) >$..:2,.215,892" $ 955,057 $ 11,437,920 
325,918 43,840 12,337. 1,646,909 34,010 484,287 210,978 2,376,184 
Mige23 1,351,565 - 1,463,788 - - - 1,463,788 
2,578 10,681 3002 218,220 22,579 34,271 536,455 811,525 
$ § 1,988,651 $ 1,765,505" $ 332,075 $ 10,430,473 $ 1,222,004 $ 2,734,450 $ 1,702,490 $ 16,089,417 
$ 1,547,932 $ 359,419 $ 322,790 $ 7-101,556" + 91,165,415" $- 12,215,892. -$ 955,057 $ 11,437,920 
620,910 53,341 139,106 1,384,918 413,017 207,229 275,435 2,280,599 
927,022 306,078 183,684 5,716,638 752,398 2,008,663 679,622 9,157,321 
- - - - (1,718) 92 - (1,626) 
316,259 293,270 48,376 2,265,380 152,780 609,715 271,358 3,299,233 
372,937 273,514 67,487 2,347,615 160,090 629,608 415,088 3,552,401 
$ 870,344 $ 325,834 $ 164,573 $ 5,634,403 $ 743,370 $ 1,988,862 $ 535,892 $ 8,902,527 


The accompanying notes are an integral part of these financial statements. 
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STEWARDSHIP ASSETS AND INVESTMENTS 


Introduction 


The Department of the Interior serves as steward for approximately 429 million acres of America’s public lands 
and for the natural and cultural resources associated with these lands. The Department also supervises mineral 
leasing and operations on over 564 million acres of mineral estate that underlie both Federal and other surface 
ownerships. These stewardship assets are valued for their environmental resources, their recreational and scenic 
values, the cultural and paleontological resources they contain, their vast open spaces, and the resource com- 
modities and revenue they provide to the Federal government, States, and counties. 


Stewardship Lands 


Most of the public lands under the purview of Interior management were once a part of the 1.8 billion acres of 
public domain lands acquired by the United States between 1781 and 1867. Land currently managed by 
Interior represents about 19 percent of America’s land surface and approximately 66 percent of all federally 
owned land (Figure 55). Each of America’s 50 States, the Pacific Islands, the Virgin Islands, Guam, and Puerto 
Rico contain lands that are managed by the Department of the Interior. 


Figure 55 


Percentage of Each State's Acreage Managed by Interior 
(as of September 30, 1998) 





eT Less than 1 percent 


1 to 10 percent 


Ey 10 to 50 percent 





fed More than 50 percent 
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Use of Stewardship Lands 


Interior-administered lands include the National Wildlife Refuge System, the National Park System, and the 
vast expanses of public land managed by the Bureau of Land Management (BLM). In addition, the Bureau of 
Indian Affairs (BIA) manages a nominal acreage of stewardship land. The Fish and Wildlife Service (Service or 
FWS) manages lands primarily to conserve and protect fish and wildlife and their habitat. The National Park 
Service (Park Service or NPS) manages lands to conserve, preserve, protect, and interpret the nation’s natural, 
cultural, and recreational resources. The Bureau of Land Management is guided by the principles of multiple 
use and sustained yield in managing its public lands. Congress has defined multiple use as management of the 
public lands and their various resource values so they are utilized in the combination that will best meet the 
present and future needs of the American people. The resources and uses embraced by the multiple use concept 
include mineral development; natural, scenic, scientific, and historical values; outdoor recreation; range; tim- 


ber; watersheds; and wildlife and fish habitat. 


Types of Stewardship Lands 
Figure 56 shows the acreage of Interior stewardship acne 
lands by land type. In addition to the 88 million 
acres shown for the National Wildlife Refuge Sys- 
tem, there are approximately 4.9 million additional 
acres within the system that are not federally owned; 
these are managed by the Fish and Wildlife Service 
cooperatively through agreements with landowners 
and other partners. The National Park System also 
contains lands that are not federally owned—approxi- 
mately 6 million acres owned by state and local gov- 
ernments and private landowners. The National Park 


Types of Interior Stewardship Lands 


(acres in millions) 








Bureau of Land Mgmt Public Lands 
61.5% 
264 


National Wildlife Refuges 
20.5% 
88 










National Park System 


Service has no management responsibility for this land 
except in cases where cooperative agreements with 
landowners authorize direct Federal land manage- 


17.9% 
Veo ae 






Total Federal Acreage - 429 million 


ment. 


America’s parks, refuges, and other public lands consist of rangelands; forestlands; riparian areas and wetlands; 
lakes, reservoirs, and streams; grasslands; swamps; marshes; and seashores, as well as mountaintops, glaciers, 
barren mountains, sand dunes, playas, and deserts. 


Management Units of Interior Stewardship Lands 
There are unique management requirements associated with approximately 59 percent of the lands managed by 
the Department of the Interior because of their congressional or administrative designations. These manage- 


ment units are shown in Figure 57 . The acreage included in these units is a subset of Interior's 429-million-acre 
total. 


Condition of Stewardship Lands 
Public Lands Managed by the Bureau of Land Management: The Bureau of Land Management assesses the 


condition of the lands it manages based on the land type and the multiple use and sustained yield goals 
identified through its land use planning process. Figure 58 shows condition by land type. In adhering to its 
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Figure 57 


Management Units of Interior Stewardship Lands 


Bureau of Land Management Public Lands — 


Stewardship Assets and Investments 


Federal Non-Federal 

Management Unit Number Acreage Acreage Total Acreage Miles 
National Wild and Scenic River Segments 34 956,688 0 956,688 2,038 
National Wilderness Areas 136 5,243,012 0 5,243,012 - 
Wilderness Study Areas 622 17,298,430 0 17,298,430 - 
National Conservation Areas 8 11,692,190 0 11,692,190 - 
National Scenic Area 1 101,000 0 101,000 - 
National Recreation Area 1 1,000,000 0 1,000,000 - 
National Historic Trails 8 - - - 3,530 
National Scenic Trails 2 - - - 568 
National Recreation Trails 26 - - - 429 
Outstanding Natural Area 1 100 0 100 - 
Herd Management Areas 201 33,168,712 0 33,168,712 - 
National Monument 1 1,900,000 0 1,900,000 - 
Areas of Critical Environmental Concern 739 13,110,029 0 13,110,029 - 
Research Natural Areas 152 347,214 0 347,214 - 
National Natural Landmarks 43 599,042 0 599,042 - 
National Back Country Byways 64 - - - 3,518 
Globally Important Bird Areas 2 56,500 0 56,500 - 

BLM Special Management Area Subtotal 2,041 85,472,917 0 85,472,917 10,083 
National Multiple Use Lands - 178,148,368 0 178,148,368 - 

Bureau of Land Management Subtotal 2,041 263,621,285 0 263,621,285 10,083 


National Wildlife Refuge System - 


Federal 

Management Unit Number Acreage 
National Wildlife Refuges 516 87,495,000 
Refuge Coordination Areas 50 197,000 
Waterfowl Production Areas 199 704,000 
National Fish Hatcheries and Other Fish Facilities 83 14,000 
Fish and Wildlife Service Subtotal 848 88,410,000 

National Park Systeme 

Federal 

Management Unit Number Acreage 
International Historic Site 1 22 
National Battlefields 11 11,803 
National Battlefield Parks 3 8,033 
National Battlefield Site 1 1 
National Historic Sites 74 19,410 
National Historic Parks 38 114,452 
National Lakeshores 4 145,421 
National Memorials 28 7,979 
National Military Parks g 35,058 
National Monuments 78) 1,898,104 
National Parks 54 49,179,435 
National Preserves 16 21,405,495 
National Recreation Areas 19 3,360,942 
National Reserves 2 10,630 
National Rivers 6 311,930 
National Wild and Scenic Rivers 9 VPalee 
National Scenic Trails S| 155,634 
National Seashores 10 477,559 
Parks (other) 11 37,608 
Parkways 4 163,605 
National Park Service Subtotal 376 77,415,476 


Non-Federal 


Acreage 
2,919,000 
121,000 
1,856,000 
6,000 
4,902,000 


Non-Federal 


Acreage 
23 


1,254 

981 

0 

4,635 
48,262 
83,519 
194 

3,183 
166,955 
2,520,515 
2,374,201 
362,955 
22,477 
112,865 
147,337 
68,899 
116,979 
URTETE 
7,646 
6,044,157 


Total Acreage 


90,414,000 
318,000 
2,560,000 
20,000 
93,312,000 


Total Acreage 


45 

13,057 
9,014 

{ 

24,045 
162,714 
228,940 
8,173 
38,241 
2,065,059 
5d 699:950 
23,779,696 
3,723,897 
33,107 
424,795 
219,692 
224,533 
594,538 
38,885 
171,251 
83,459,633 


Department of the Interior Total = 
Federal Non-Federal 


Management Unit Number Acreage Acreage Total Acreage Miles 
Total Interior Management Units 3,265 251,298,393 10,946,157 262,244,550 10,083 
Total Interior Stewardship Lands - 429,446,761 10,946,157 440,392,918 - 
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Figure 58 
Oey aTolitColameym=JUlc-r-1e me) m mr-lavem li f-lar-\e[=1nn(clal@ adele) | (em M-lale rs 


Rangeland Woodlands Riparian Areas Areas 


Alaska Productive 91% | Alaska Alaska Alaska 

Late seral Needing Properly functioning 91% Properly functioning 98% Good 
restoration 9% | Functioning atrisk Trace | Functioning atrisk Trace 

Lower 48 States Nonfunctional 1% Nonfunctional Trace | Lower 48 





Potential natural Unknown 8% Unknown 2% States 
community 5% Poor 
Late seral 29% Lower 48 States Lower 48 States 
Mid seral 38% Properly functioning 36% Properly functioning 41% 
Early seral 12% Functioning at risk 35% Functioning at risk 13% 
Unclassified 16% Nonfunctional 9% Nonfunctional 2% 

Unknown 20% Unknown 44% 





mandate for multiple use and sustained yield, the BLM’s land management programs include significant éfforts 
to restore riparian wetlands; preserve significant cultural and natural features; create opportunities for commer- 
cial activities; protect endangered species; develop opportunities for recreation and leisure activities; protect 
public health, safety, and resources; manage wild horses and burros; manage wildlife habitat and fisheries; 
administer mining laws; manage rangelands; oversee forest management, development, and protection; and 
manage wilderness and wild and scenic rivers. 


National Wildlife Refuge System Lands: Stewardship lands managed by the Fish and Wildlife Service include 
refuges, fish hatcheries, wilderness, National Natural Landmarks, wild and scenic rivers, and other special 
designations. These lands are used and managed in accordance with the explicit purpose of the statutes that 
authorize their acquisition or designation and that direct their use and management. The Service conducts 
activities to manage stewardship lands so that fish, wildlife, and plants that depend on these lands for habitat 
are benefitted over both the short- and long-term. Lands placed in the land conservation systems managed by 
the Service are protected in perpetuity as long as they remain in the National Wildlife Refuge System and the 
National Fish Hatcheries System. As new acquisitions enter these conservation systems, lands are managed to 
maintain their natural state, to mitigate adverse effects of actions previously conducted by others, or to enhance 
existing conditions to improve benefits to fish and wildlife resources. The Service safeguards the stewardship 
values of the lands it administers through management actions taken on individual refuges and hatcheries; 
however, such actions take into consideration the needs and purposes of entire conservation systems. These 
conservation systems provide integrated habitat and life support for permanent resident populations as well as 
migratory populations needing temporary stopover sites to rest, breed, and feed and to survive their nationwide 
and, in some cases, worldwide seasonal migrations. While some individual units of stewardship lands can be 
improved at any time during their management cycles, the condition of the stewardship lands as a whole, which 
are protected by inclusion in both the National Wildlife Refuge System and the National Fish Hatcheries 
System, is sufficient to support the mission of the Service and the statutory purposes for which these conserva- 
tion systems were authorized. 


National Park System Lands: The National Park Service stewardship lands are used and managed in accordance 
with the statutes authorizing their acquisition or directing their use and management. The Park Service con- 
ducts various activities to preserve and protect land resources, and to mitigate the effects of activities conducted 
previously on or near parks that adversely affect the natural state of the land. While individual units of the 
stewardship lands can be improved, the condition of these assets as a whole is sufficient to support the mission 
of the Park Service. 
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Net Change in Stewardship Land Acreage from 1997 to 1998 


Federally owned lands under the jurisdiction of the Department of the Interior at the end of 1998 decreased by 
approximately 32,000 acres from 1997. This represents a net decrease of 0.007 percent, which resulted from 
the net effect of acquisition, disposal, exchange, withdrawal, and restoration transactions. 


Natural Heritage Assets 


National Wilderness Preservation System 


The National Wilderness Preservation System was cre- Figure 59 

ated by the Wilderness Act of 1964. A wilderness 

area is an area designated by Congress to assure that Wilderness Management 
increasing populations, expanding settlement, and (acres in millions) 

growing mechanization do not occupy and modify Total Wilderness Interior Wilderness by Bureau 


all areas of the United States. Designations ensure — fresrwiaeness 
; : : 66.5% 
that certain lands are preserved and protected in their 69 
natural condition. In contrast to those areas where 
humans and their works dominate the landscape, wil- 
derness is where the earth and its community of life 
are untrammeled by human beings, where humans 
themselves are visitors who do not remain. 








Other Wilderness 
33.5% 
34.7 





America’s wilderness system encompasses approxi- 
mately 103.7 million acres. The Department of the 
Interior manages almost 66.5 percent of this wilder- 
ness system—255 areas comprising almost 69 million acres (Figure 59). 


National Wild and Scenic Rivers System 


For a river to be eligible for the National Wild and Scenic Rivers System, it must be in a free-flowing condition 
and, to a remarkable degree, it must possess one or more specific values: scenic, recreational, geologic, fish and 
wildlife, historic, cultural, or other similar values. Suitability is based upon the extent of public lands in the 
immediate environment of the river and on the funds required for acquisition, development, and management, 
as well as local or state interest in acting to protect and manage the river. Wild and scenic eligibility studies are 
presented to Congress with a Presidential recommendation. Congress then decides whether or not to add the 
river to the National Wild and Scenic Rivers System. 


There are 154 rivers containing 178 river segments included in the National Wild and Scenic Rivers System. 
Each mile of each designated segment is classified as either wild, scenic, or recreational. The total system covers 
10,831 river miles. Fifty-four percent of the river miles in the National Wild and Scenic Rivers System are 
managed by Interior (Figure 60). 


National Natural Landmarks 


National Natural Landmarks are management areas having national significance as sites that exemplify one of a 
natural region's characteristic biotic or geologic features. The site must have been evaluated and found to be one 
of the best known examples of that feature. These areas must be located within the boundaries of the United 


106 


ce 0g GIB I a BM het 


é 
‘ 





Stewardship Assets and Investments Fiscal Year 1998 Interior Accountability Report 





States or on the Continental Shelf and are designated Figure 60 
by the Secretary of the Interior. To qualify as a Na- 
tional Natural Landmark, an area must contain an 
outstanding representative example(s) of the Nation’s 


natural heritage, including terrestrial communities, Total River Management Interior River Management 
by Bureau 


BLM 34.5% 2,038 


Wild and Scenic Rivers Management 


(in miles) 


aquatic communities, landforms, geological features, 
habitats of native plant and animal species, or fossil 
evidence of the development of life on earth. 


Interior 54.5% 5,898 













FWS 24.0% 1,415 


The Fish and Wildlife Service and the Bureau of Land 
Management each manage 43 National Natural Land- 
marks; these Landmarks total about 4.1 million acres. 
The National Park Service manages 18 National Natu- 
ral Landmarks in 16 units of the National Park Sys- 


tem. 


Other 45.5% 4,933 





NPS 41.5% 2,445 





Paleontological Sites 


Since the early 1800s, professional and amateur paleontologists have made discoveries that helped launch the 
new scientific discipline of paleontology in America, filling our Nation’s museums of natural history with the 
remains of spectacular creatures that have captured the public’s imagination. Today, the public lands continue 
to provide paleontological resources that fuel scientific discovery and evoke public wonder. Interior bureaus 
manage these fragile and nonrenewable resources as a public trust not only to assure preservation of their 
scientific values, but also to see that their educational and recreational values are realized. 


While all Interior bureaus take paleontological resources into account on public lands, the Bureau of Land 
Management is specifically responsible for over 50 specially designated areas, including Research Natural Areas, 
Areas of Critical Environmental Concern, and National Natural Landmarks, totaling nearly 300,000 acres that 
are managed wholly or in part for their outstanding paleontological values. In addition, the Fish and Wildlife 
Service has identified paleontological resources in 10 Wildlife Refuges, with paleontological research being 
conducted by the scientific community at these sites. Two active Fish and Wildlife Service sites are the Charles 
M. Russell National Wildlife Refuge in Montana and the McKay Creek National Wildlife Refuge in Oregon. 
Fossils have also been located in over 120 National Park Service areas. These fossils collectively reveal a story 
ranging from Precambrian algae in Glacier National Park to Ice Age mammals in the Alaskan parks. 


The Department of the Interior manages a number of publicly accessible and interpreted paleontological sites 
such as the Cleveland-Lloyd Dinosaur Quarry, the Trilobite Trail, the Trail Through Time, and Dinosaur Na- 


tional Monument. To meet public demands for recreational opportunities, the Bureau of Land Management 
also makes many public lands available for collecting invertebrate fossils and limited amounts of petrified wood. 


Condition of Natural Heritage Assets 


Natural heritage assets represent a subset of stewardship lands. As such, the condition of these natural assets is 
as good as or better than that described for each land type under the Stewardship Lands section of this report. 
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Grand Teton National Park (photo by Deb Carey). 


Net Change in Natural Heritage Assets from 1997 to 1998 


Figure 61 shows net changes in selected natural heritage designations from 1997 to 1998. 


Figure 61 


Net Change in Selected Natural Heritage Designations 


From Fiscal Year 1997 to Fiscal Year 1998 





Net Change Net Change in Net Change in 
Special Management Area in Number Total Acres Total Miles 
National Wild and Scenic Rivers +4,864 +16 
Wilderness Areas -8,351 
Wilderness Study Areas -722,119 
National Conservation Areas +2,416 
Santa Rosa Mountains Scenic Area +35,720 
National Historic Trails -1 -60 
National Scenic Trails +66 
Herd Management Areas ae +960 
Grand Staircase-Escalante National Monument +185,000 
Areas of Critical Environmental Concern +43 +2,738,447 
Research Natural Areas +52 +20,765 
National Back Country Byways -5 
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Cultural Heritage Assets 


The Department of the Interior is steward for a large, varied, and scientifically important body of cultural 
heritage assets (Figures 62 and 63). These resources include archaeological sites, historical structures, cultural 
landscapes, and various objects. Many are listed on the National Register of Historic Places, acknowledging 
their importance to American history. Some are National Historic Landmarks that are exceptional in illustrating 
the heritage of the United States. 


Interior's heritage assets come from public or acquired lands, historic properties under Interior’s management, 
and donations. The Department has a responsibility to inventory, preserve, and interpret these resources for the 
benefit of the American public. The Department does not normally dispose of such property. Interior bureaus 
have information on the numbers and types of resources and their condition. Not all resources have been 
inventoried and, for many resources, adequate condition information is lacking. 


Figure 62 





Types of Cultural Heritage Assets 





National Register of Historic The National Register of Historic Places is America’s official listing of sites important to history 

Places and prehistory. Properties listed in the National Register include districts, sites, buildings, 
structures, and objects that are significant in American history, architecture, archaeology, 
engineering, and culture. These resources contribute to an understanding of the historical and 
cultural foundations of the Nation. 


Historic Structures Historic structures are constructed works consciously created to serve some human activity or 
purpose. Structures are historic because they individually meet the criteria of the National 
Register of Historic Places or are contributing elements of sites or districts that meet National 
Register criteria. As such, historic structures are significant at the national, state, or local level 
and are associated with the important people and history of this nation. Structures that do not 
meet National Register criteria may be considered historic due to management responsibilities 
established by legislation or through management planning processes. Such structures 
include moved, reconstructed, or commemorative structures as well as structures that have 
achieved significance within the last 50 years. 


National Historic Landmarks National Historic Landmarks are districts, sites, buildings, structures, or objects possessing 
exceptional value in commemorating or illustrating the history of the United States. The 
Historic Sites Act of 1935 authorizes the Secretary of the Interior to designate National Historic 
Landmarks as the Federal government's official recognition of the national importance of 
historic properties. These places possess exceptional value or quality in illustrating or 
interpreting the heritage of the United States in history, architecture, archaeology, technology, 
and culture as well as possessing a high degree of integrity of location, design, setting, 
materials, workmanship, feeling, and association. 


Cultural Landscapes A cultural landscape is a geographic area, including both natural and cultural resources, 
associated with an historic event, activity, or person. Cultural landscapes are complex 
resources that range from large rural tracts covering several thousand acres to formal gardens 
of less than an acre. The Department of the Interior recognizes four cultural landscape 
categories: historic designed landscapes, historic vernacular landscapes, historic sites, and 
ethnographic landscapes. These landscapes individually meet the criteria of the National 
Register of Historic Places, are contributing elements of sites or districts that meet National 
Register criteria, or have value to associated communities. 


Archaeological Sites Archaeological sites are locations that contain the remains of past human activity of various 
sorts. Archaeological sites include prehistoric structures, middens, and roadways, such as 
those found on many of the lands managed by the Department of the Interior in the 
Southwest. Sites also include the ancient earthen mounds in the midwestern and southern 
parts of the nation, many of them managed by Interior bureaus. Other archaeological sites 
come from historic times and are associated with the settlement of the United States by 
Euroamericans, African-Americans, and Asian Americans. 





World Heritage Sites The preservation of a common world heritage is the objective of the international Convention 
Concerning the Protection of the World Cultural and Natural Heritage. This international 
agreement, signed to date by more than 150 nations, was adopted by the General Conference 
of the United Nations Educational, Scientific, and Cultural Organization (UNESCO) in 1972. 
Its primary mission is to (a) define and conserve the world’s heritage by drawing up a list of 
sites whose outstanding values should be preserved for all humanity, and (b) to ensure 
protection through a closer co-operation among nations. 
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Figure 63 









Number, Net Change, and Condition of Cultural Heritage Assets 
: Be ot _ | Net Change in Assets | 
1997 to 1998 








Type of Asset 
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Cultural Landscapes 1,593 Landscapes +718 Good 33% 
Fair 46% 
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Poor 4% 
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Museum Property 


Department of the Interior museum collections total approximately 110 million museum objects (Figure 64). 
Disciplines represented include art (39,000), ethnography (100,000), archaeology (60 million), documents 
(41 million), history (3.4 million), biology (1.4 million), paleontology (4 million), and geology (50,000). In 


Figure 64 








1998 Cataloged Interior Museum Collection Data 
Where Collections Are Held Pr 8 Os 

Within Other Number of 

_ Total Objects Cataloged 





Cataloging 


Interior — Institutions Backlog 
Bureau of Indian 
Affairs 617,773 64,188 681,961 0 681,961 
Bureau of Land 
Management 5,900,229 17,942,184 23,842,413 2,181,064 21,661,349 
Bureau of 
Reclamation 3,487,188 3,540,296 7,027,484 1,960,745 5,066,739 
Fish and Wildlife 
Service 841,615 3,604,121 4,445,736 1,200,000 3,245,736 
National Park 
Service 70,757,522 2,637,964 73,395,486 31,018,410 42,377,076 
Indian Arts and 
Crafts Board 19,805 0 19,805 13,747 6,058 
Interior 
Museum 1,846 2,917 4,763 1,600 3,163 
Minerals Mgmt 
Service 54 0 54 0 54 
U.S. Geological 
Survey * 63 1 64 63 1 
Interior ; 
Totals 81,626,095 27,791,671 109,417,766 36,375,629 73,042,137 


* USGS data does not include Biological Resources Division museum collection 
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past years, we reported documents in number of linear 
feet rather than in number of objects. The 41 million 
documents reported this year equals 25,762 linear feet 
of archival documents (up from 24,750 linear feet re- 
ported in 1997). The growth is due primarily to im- 
proved reporting rather than to new acquisitions. Num- 
bers are relatively stable for all disciplines as bureaus 
continue to refine their estimates. Department of the 
Interior museum collections are important for both their 
intrinsic value and for their associations with Federal 
lands and resources managed by Interior bureaus. The 
assemblage of historic structures for which the Depart- 
ment of the Interior is responsible is the tangible evi- 
dence of where we have been and what we have done as 
a Nation and is a most compelling testimony of our 
rich, multi-ethnic heritage; the cultural landscapes are 
significant at the national, State, or local level and are 
associated with the important people and history of 
this Nation; and the archaeological sites are most im- 
portant for the unique information they contain about 
the past and for the sense of commemoration they can 
express for the people and events with which they are 
associated. 


For the first time, Interior has a Departmentwide base- 
line data on the number of items cataloged and on the 





backlog of uncataloged collections. The number of ob- Museum exhibit on Native American culture at the U.S Fish and 
é : iy Wildlife Service’s National Conservation Training Center in 
jects reported as cataloged is a minimum number based Shepherdstown, West Virginia (photo by FWS). 


on available data. Additional collections at non-Fed- 

eral repositories may have been cataloged, but precise data are not available in all cases. Information on acces- 
sions, deaccessions, and conditions are incomplete. Available information is provided below in individual bu- 
reau discussions. 


Highlights for 1998 include improved public access to collections, continued documentation of our collections, 
improved preventive conservation practices, and renewed planning for collections management in all bureaus. 
New visitor centers were opened by the Bureau of Land Management (National Historic Oregon Trail Interpre- 
tive Center, Flagstaff Hill, Oregon), Bureau of Reclamation (New Melones Visitor Center, California, Guernsey 
Museum at Guernsey Lake, Wyoming; and an exhibit on “Hoover Dam: the World War II Years”), and Fish and 
Wildlife Service (National Conservation Training Center, Shepherdstown, West Virginia). The National Park 
Service installed major exhibits in 10 parks and historic furnishings in three parks. The NPS also initiated world 
wide web exhibits using park collections. Other bureaus maintain web exhibits as well. 


The Branch of Museum Services in the Department's National Business Center is the operations branch of the 
Interior Museum Program; it operates the Interior Museum, interprets our headquarters building, and provides 
Departmentwide training and technical assistance to bureaus and offices. The Office of Acquisition and Prop- 
erty Management is the policy branch that develops Departmentwide policies and strategies and provides 
oversight for the museum programs in all Interior bureaus and offices. Trends in 1998 include increased focus 
on planning and accountability, increased use of partnerships to improve long-term management of collections, 
increased public access to the collections, and coordination among Interior museum collections managers. 
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1998 Interior Museum Property 


The Bureau of Indian Affairs ‘reports 681,961 


museum objects: 617,773 artifacts at 106 units in 
the Bureau and more than 64,188 artifacts in 29 
non-Federal institutions. 

The Bureau of Land Management manages most 
of its collections through partnerships with 189 
non-Federal repositories. 

Total collection size was last estimated at nearly 24 
million objects from the public lands; survey 
numbers need to be revised. 

17,942,184 objects are reported to be at the non- 
Federal repositories, and 5,900,229 objects have 
been reported in Bureau facilities 


The Bureau of Reclamation reports more than 
7,027,306 million museum objects, of which 
3,487,188 are in bureau facilities and 3,540,118 
are in non-Federal institutions. 


The Fish and Wildlife Service collections consist of 
more than 4.4 million objects, of which 841,515 are 
managed at 135 bureau units, and 3,604,123 are 
managed at 210 non-Federal institutions. 

FWS also manages seized and forfeited wildlife 
specimens and products, which are lent to zoos 
and other institutions for educational use, and the 
National Eagle Repository in Denver, CO, which 
distributes eagle parts and feathers to Indian tribes. 
National Park Service collections total 73,395,486 
million objects, of which 37,988,486 are archival 
items. 

Of the total, 70,757,522 objects are housed at 335 
park units. 136 non-Federal institutions house 
2,637,964 NPS museum objects. 


In fiscal year 1997, 800,000 scientific specimens 
were transferred from FWS. 

The U.S. Geological Survey manages a small 
collection of 63 objects at its National Center. One 
item is in a non-Federal institution. 


The Minerals Management Service maintains a 
small collection of 54 objects in its administrative 
offices. 


The Indian Arts and Crafts Board holds 19,805 
museum objects at four internal facilities. 


The Department of the Interior Museum collections 
contain 4,763 objects: 1,846 of which are in the 
Main Interior Building and 2,917 are at a repository 
managed by the National Park Service. 


BIA’s current focus is on establishing a bureau infrastructure for 
addressing its backlog in establishing accountability and preventive 
conservation of collections. 

Data on 1998 accessions and condition are not available. 

Data on 1998 accessions and conditions at non-Federal 
repositories are not available, although more than 30,000 new 
catalog records were completed at the Anasazi Heritage Center in 
Colorado. 

BLM funded five projects through its Museum Partnership Program, 
and issued Bureau guidance on managing its paleontology 
resources, worked with the U.S. Army Corps of Engineers to locate 
portions of its collections in non-Federal institutions, and partnered 
with the National Park Service to assess museum collections at a 
Helium Plant in Amarillo, Texas, formerly operated by the U.S. 
Bureau of Mines. 

Data on accessions and condition are not available. 

BOR maintained web sites for its art collection and for artifacts from 
the Central Arizona Project. 

BOR completed 91 of 108 scheduled action items and drafted 
comprehensive bureau collections management policies. 

Requests for exhibit and research loans were processed, and a 
project on paleontology collections at the Idaho Museum of Natural 
History was partially funded. 

Through its compliance with the Native American Graves 
Protection and Repatriation Act, BOR inventoried 1450 human 
remains and 61,100 funerary objects at 25 institutions. These items 
originated at 178 archaeological sites. 

FWS issued comprehensive bureau policies and standards for 
managing its museum collections, and appointed a FWS Heritage 
Committee to guide documentation and preservation of FWS 
history. 

Assessment of collections in non-Federal institutions led to 
development of Memoranda of Understanding with institutions in 
Oregon, Idaho, North Dakota, Montana, and Alaska. 


In 1997 (the most recent data available), cataloged 1.7 million 
items and corrected 1,848 preservation and protection deficiencies 
in 225 parks. 

Acquired 1,288,477 items through gifts, exchanges, purchases, 
field collections, and transfers. 

Deaccessioned 2,609 items. At current funding levels for correcting 
deficiencies, 95 percent of the standards will be met in 2046, and 
backlog cataloging will be completed in 2021. 

In 1998, completed its migration to enhanced collections 
management software that will aid the effort. As of 1997, 54% of 
NPS objects and 32 percent of NPS archives are cataloged. 
Drafted conservation and archives strategies to address priority 
needs and provided training in museum basics, collections 
management software, and management of digital data. NPS 
conservation survey and treatment needs are estimated at $47.5 
million. 

Improved lighting of its two large oil on glass paintings that are 
displayed at the National Center, and continued to assess the 
Biological Resources Division museum property that was recently 
transferred from FWS. 

Survey data on the biological collections have not yet been 
reported by USGS. 

There were no accessions or deaccessions during the year. 

MMS completed cataloging worksheets and digital photography in 
preparation for data entry when collections management software 
is available. 

Catalog records were transferred from SNAP for DOS to SNAP for 
Windows collections management software, and training on the 
new system was completed for |ACB staff. 

Use of interns has accelerated progress on _ collection 
documentation projects. 

A partnership with the State Department's Art-in-Embassies 
program was initiated. 

In 1998, Interior Museum staff improved management of its 
archives, installed safety glass and improved lighting in 42 exhibit 
cases, increased its environmental monitoring program through a 
radio telemetry system, processed exhibit loans, and began 
planning for major exhibits scheduled for 1999 in conjunction with 
the Department's 150th anniversa 
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All Interior bureaus are working toward 
compliance with the Department's poli- 
cies and standards by implementing bu- 
reau-specific plans. All bureau plans were 
revised in 1998 to better reflect current 
resources available to address the backlog 
of work that remains to be done. Beyond 
basic accountability, the Department en- 
courages increasing public access to and use 
of museum collections in support of 
Interior's missions. 





Library Collections 





Interior's natural resources library is com- “Hoover Dam: The World War II Years exhibit” (photo by Emme Woodward). 
posed of two collections. The general col- 

lection consists of approximately 950,000 holdings dealing with the broad range of matters related to the 
Department's mission to use and conserve natural resources and to meet its trust responsibilities toward Ameri- 
can Indians and Alaska Natives. The law collection has approximately 100,000 holdings related to natural 
resources and Native American laws. 


The U.S. Geological Survey library collection covers all aspects of the earth science and related interdisciplinary 
subjects. The collection is intended to be as comprehensive as possible in its coverage of worldwide literature. 
Holdings include extensive sets of State and foreign geological survey publications, as well as publications from 
geological and other scientific societies, from universities and institutions, and from other government agencies 
throughout the world. Special collections include the George F. Kurt collection of books on gems and minerals, 
the Alvison collection of Russian geology, minerals and mining, extensive photographs taken during USGS field 
work, and field notebooks and additional material relating to USGS projects. The USGS library contains 1.6 
million books and periodicals and 1.3 million non-book items for a total of 2.9 million items. During 1998, 
10,000 units were added and 8,000 units were withdrawn from the USGS library collection. Approximately 35 
percent of the collection is in good condition, 40 percent is in fair condition, and 25 percent is in poor condi- 
tion. There is no deferred maintenance related to the library collection. 


National Park Service libraries contain 1.2 million books and reports and 4.5 million non-book items for a total 
of 5.7 million items. The NPS estimates that 10 percent of the library collections are in good condition, 40 
percent are in fair condition, and 50 percent are in poor condition. Data are not available on the number of 
acquisitions and withdrawals for 1998. 


Investment in Research and Development 


The U.S. Geological Survey Research and Development program was authorized by the March 3, 1897 legisla- 
tion that created the USGS to provide for the examination of geological structures, mineral resources, and 
products within and outside the national domain. Earth science research, development, and information is 
responsible for saving lives and property, safeguarding human health, enhancing the economic vitality of the 
Nation and its people, assessing resources, characterizing environments, and predicting the impact of contami- 
nation. 
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USGS provides the credible, objective, and unbiased 
information needed by managers of the Nation’s natu- 
ral resources and resources, including resource manag- 
ers in Interior. This information aids in solving critical 
societal problems through research, investigation, ap- 
plication of state-of-the-art geographic and cartographic 
methods. USGS research assesses and predicts biologi- 
cal consequences of various policies and management 
practices. Interior’s investment in research and devel- 
opment for the fiscal year ending September 30, 1998, 
is shown in Figure 66. 


Investment in Human Capital 


The Bureau of Indian Affairs administers its trust re- 
sponsibility for education with the long-range goal of 
promoting healthy Indian communities through life- 
long learning. This goal is achieved by providing qual- 
ity educational opportunities from early childhood 
throughout life, with consideration given to the men- 


Figure 66 


Investment in Research and Development 


(in millions) 





Basic Research $62.6 







Applied Research $506.6 PR 





Development $30.8 


Cost includes employee retirement benefits, health benefits, life insurance, 
and Federal Employee Compensation Act benefits. 


The U.S. Geological Survey also accomplishes research and development 
for toher Federal and State agencies under reimbursable agreements. These 
reimbursable agreements comprise an additional $160 million—$9 million in 
basic research, $145 million in applied research, and $6 million in develop- 
ment. 


tal, physical, emotional, spiritual, and cultural aspects of the person served. 


Through various BIA programs, a significant investment in education has been made to help brighten the 
future of American Indians and Alaska Natives. In addition, Reclamation, Park Service, and the Fish and Wild- 
life Service provide residential education and job training for disadvantaged youth through the Job Corps 
program. In 1998, a total of $546.5 million was expended for American Indian, Alaska Native, and Job Corps 


education programs (Figure 67). 


Interior Investment in Human Capital 


Program Description 
Program provides funding for undergraduate scholarship grants 
Program provides opportunities for adult Indians and Alaska Natives 


to earn their General Equivalency Diploma 


Program provides funding for eligible Indian students to attend public 


schools and preschool programs 


Program provides funding for community colleges chartered by Tribal 


governing bodies and governed by local boards of regents 


Program provides funding to the Haskell Indian Nations University and 


the Southwestern Indian Polytechnic Institute 


Program provides funding to Tribal priority education programs 
Program provides funding for graduate school and law school 


Program provides funding to BIA-operated, grant-operated, and 


contract-operated elementary and secondary schools 


Program provides funding for school replacements, additions, and 
Program provides supplemental funding for school repair resulting 


Program provides funding for general management 
Program provides funds to train disadvantaged youth 


Figure 67 
Expenses 
Program (in millions) 
Undergraduate Scholarships $28.0 
Adult Education 2.4 
Public and Preschool Attendance 17.0 
Tribally Controlled Community Colleges 31.0 
Post Secondary Education 12.7 
Other Education 1.4 
Special Scholarships et 
; scholarships 
School Operations 390.1 
School Construction and Maintenance 9.5 
repairs 
School Storm Damage Repair 1.0 
from storm damage 
Program Management 4.0 
Job Corps 48.3 
Total $546.5 


114 





ae | 


be 
d 


CTE IT 


‘ 
i 
4 
4 
¥ 
E 
: 





Stewardship Assets and Investments 


Investment in Non-Federal 
Physical Property 


The Office of Insular Affairs provides capital improve- 
ment grants to U.S. insular areas to assist the islands 
in developing more efficient and effective government. 
The capital investment in non-federal physical prop- 
erty in the islands include transportation, schools, 
water, sewer and power plants, hospitals and solid 
waste facilities. In 1998, a total of $64.5 million was 
expended for capital improvements in the insular ar- 
eas. Figure 68 shows the distribution of Interior’s capi- 
tal investment in the insular areas. 


The Bureau of Indian Affairs and the Federal High- 
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Figure 68 


Distribution of Insular Area Capital Investment 
(in millions) 


American Samoa 11.2% $7.2 
Micronesia 2.2% $1.4 
Marshall Islands 0.3% $0.2 
Palau 2.2% $1.4 


Virgin Islands 0.8% $0.5 
Guam 2.9% $1.9 







Northern Marianas 
14.0% $9.0 


Compact Payments 
to Marshall Islands 
38.8% $25.0 


Compact Payments to 
Micronesia 27.8% $17.9 


way Administration jointly administer the Indian Reservation Roads program (IRR) , which involves construc- 
tion and maintenance of approximately 49,000 miles of IRR, of which 24,000 miles are owned by BIA and an 
additional 25,000 miles are non-BIA owned public roads. In 1998, approximately $214 million was expended 
on 1,544 projects in this program. These projects reflected road construction and road maintenance work on 


4,013 miles of roads and 5,825 bridges. 


The National Park Service also incurs non-federal physical asset expenditures. During fiscal year 1998, the NPS 
identified over $71 million in non-federal physical asset expenditures, of which $59.1 million were incurred 
during fiscal years prior to 1998. Of the $71 million, approximately $32.2 million was used for major renova- 
tions at Independence Hall, which is owned by the City of Philadelphia, Pennsylvania. 


IES: 
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National Park Service Highlights 





Introduction 


With its variety of sights and sounds available to the inquisi- 
tive visitor, the National Park Service (Park Service or NPS) 
takes great pride in preserving the Nation's collective shared 
natural, cultural, and historical heritage. In its 82nd year of 
existence, the National Park System remains the premier park 
system of the world. Its parks are visited by approximately 
275 million visitors a year and are served by nearly 25,000 
dedicated employees of the National Park Service and over 





100,000 volunteers. Avenue of the Flags at Mount Rushmore National Museum displays 
flags of all States, territories, and possessions of the United States 
(photo by Kathy Poole). 


Dedicated to Mission 


In response to eight decades of expanding and changing 
Park Service Mission responsibilities, the Park Service’s National Leadership 
Council reaffirmed the NPS commitment to preserve 
the Nation’s heritage through the wise stewardship of 
the national parks and monuments and by providing 
partnerships and assistance programs to others by adopt- 
ing a comprehensive mission statement in the NPS Stra- 


"To preserve unimpaired the natural and 
cultural resources and values of the 


national park system for the enjoyment, 
education, and inspiration of this and 
future generations. " 


tegic Plan. 





As articulated in the Strategic Plan, the mission goals of 

the Park Service fall into four primary categories: (1) 
preserve park resources; (2) provide for the public enjoyment and visitor experience of parks; (3) strengthen and 
preserve natural and cultural resources and enhance recreational opportunities managed by partners; and (4) 
ensure organizational effectiveness. The broad spectrum of responsibilities associated with the Park Service's 
mission goals reflects the diversity of NPS programs and activities. By involving all levels of employees as well as 
customers and stakeholders in the strategic plan process, the National Park Service has produced a vision appro- 
priate for the next millenium. 


1998 NPS Budget Authority 
NPS Funding (in millions) 


Other 6% $113.3 


1 1 1 National R ti d 
The NPS receives most of its funding from congres- _ ational Hecteation and 


sional appropriations. In addition, there are a num- 
ber of permanent, indefinite appropriations and trust 
funds that automatically become available to the NPS 
without the need of action by Congress through the 
appropriations process. 


Historic Preservation Fund 2.2% $40.8 
Construction 11.9% $214.9 








___ Permanent Trusts 
11.9% $223.4 


Operation of the National 
Park System 66.2% $1,245.7 


Total Budget Authority - $1,882.4 
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NPS Staffing 


In 1998, the Park Service used 19,421 full-time equivalents (FTEs), a 3.2 percent increase in use over the 
previous fiscal year. The growth in personnel, which is entirely at the park level, was a result of increased park 
funding provided in 1998 coupled with the huge increase in funding available through the Recreation Fee 
Demonstration Program. The FTE count equates to an on-board strength of nearly 25,000 employees during 
the summer months when visitation is at its peak. 


Overall Quality of Services Quality of Park Personnel 
1997 - 9 parks (5,389 respondents) 1996-1997: 14 parks (2,307 respondents) 
percentages do not equal 100 due to rounding percentages do not equal 100 due to rounding 


Very Good Very Good 


Good Good 


Average Average 


Poor 
Poor ue 


Very Poor vet eos 





; Proportion of respondents (percent) 
Proportion of respondents (percent) 


1996-1997 Baseline (1991-1995) 
1997 Bi) Baseline (1995-1996) O O 


1998 Highlights 


The National Park Service furthered its commitment to the people and the parks in 1998. Revenue from the 
Recreation Fee Demonstration Program continued to provide money to the parks for backlogged health and 
safety projects and other critical resource requirements. Exciting partnerships between NPS and interested 
parties provided additional revenues for park improvements. An initiative addressing vanishing archaeological 
and historical treasures in southwestern parks was launched. Progress continued to be made in identifying, 
evaluating, and determining the significance of cultural resources in all units of the National Park System, and 
the Park Service continued to develop appropriate technologies to share its information with the public. 


National Park System Recreational Visits Growth in the National Park System 
(in millions) (number of parks) 





1975 1980 1985 1990 1995 1997 1970 1975 1980 1985 1990 1995 1998 
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Recreation Fee Demonstration Program 


The collection of admission and recreational use fees in the National Park System has a long history. In 1908, 
Mount Rainier National Park was the first park to admit automobiles and collect an auto permit fee at an annual 
cost of $5. By 1915, Crater Lake, Glacier, Yosemite, Sequoia, Mesa Verde, and Yellowstone National Parks had 
initiated fees. In 1916, the year the National Park Service was established, per visit fees ranged from $2 at 
Glacier to $10 at Yellowstone. This long tradition of entrance and use fees has been accepted by the park visitor. 
NPS makes use of the point of contact of fee collection, usually at the park entrance, to provide crucial park 
information and orientation. At present, 204 of the 376 park units collect entrance fees and/or user fees. 


Beginning in 1997, NPS began collecting fees under the 

Nahonal Bare coice necanonee authority of the Recreational Fee Demonstration Pro- 
Collections: Where the Fees Go gram, a pilot program established in the Omnibus Con- 

($ in millions) solidated Rescissions and Appropriations Act of 1996. 

$160 This law allows Federal land management agencies to 
$140 test new fees across the geographic and program spec- 
trum of sites managed by the respective agencies. More 


significantly, the new law allows the NPS to retain 100 


$120 
$100 
$80 
$60 


percent of the revenue collected for park use without the 
revenue being subject to appropriation (as was the case 
under the previous fee collection authority). Participat- 
ing demonstration park sites (there are 100 fee demon- 


$40 
$20 
$0 





stration “projects’) retain 80 percent of all fee revenue 
collected at the park for immediate use. The remaining 
20 percent goes directly to a central fund that is avail- 
able to the Director of the National Park Service for dis- 
cretionary distribution to parks across the National Park System. In 1998, recreation fee revenues to the Na- 
tional Park Service totalled over $137 million. 


1986 1989 ngo2 1994 1995 1996 1997 1998 


ey To the Parks 





A To the U.S. Treasury 


Preservation through Partnerships 


General Electric (GE) announced a $5 million do- 
nation to the Edison National Historic Site in West 
Orange, New Jersey, on July 14, 1998. At a na- 
tional television broadcast from the park that day, 
GE Chairman Jack Welch spoke of the debt GE 
and other corporations owe to the great inventor. 
The partnership with GE will allow the NPS to 
fully restore Building #5 at the site, enabling visi- 
tors to reach the second and third floors of that 
building for the first time. Previously closed to the 
public, those floors contain the spaces in which early 
motion pictures and sound recordings were made. 
First Lady Hillary Rodham Clinton visited the site 
that day as part of the first tour in her Millennium First Lady Hilary Rodham Clinton, GE Chairman Jack Welch, and Park Service 


: : . : : : ) Director Bob Stanton with Superintendent of Edison National Historic Site 
Project. The Millennium Project is Mrs. Clinton's Maryanne Gerbaukas on the third floor of Mr. Edison’s Main Lab Building 


effort to preserve America’s historic treasures before (photo by Edison NHS). 
the turn of the next century. 
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Vanishing Treasures 


The Vanishing Treasures Initiative is designed to address 
the severe deterioration of ancient and historic ruins in 
the Southwest. With $1 million provided in 1998, six 
emergency projects were funded, along with eleven per- 
manent positions at eight parks. Projects were under- 
taken at Aztec Ruins National Monument, Chaco Cul- 
ture National Monument, parks in the Flagstaff unit 
(Wupatki, Walnut Canyon, and Sunset Crater National 
Monuments), Tonto National Monument, Tumacacori 
National Monument, and Salinas Pueblo Missions Na- 
tional Monument. 


Museum Collections 


The NPS mission goal to preserve park resources includes 
several specific activities to preserve natural, cultural, and 
historic objects. One program relates to the NPS mu- 
seum collections that reflect the Nation's heritage. The 
collections of the National Park Service comprise over 
35 million archaeological, ethnological, historical, bio- 
logical, paleontological, and geological objects and nearly 
38 million manuscript and archival documents. The 
number of items maintained by the NPS has grown in 

“q]° Park Service stabilization workers repaired an interior room of Arizona's 
the past year by over 2 million. To date, De: percent of Wupatki National Monument as part of the Park ServiceVanishing Treasures 
the objects and 32 percent of the manuscript and archi- Initiative (photo by Monty Roessel). 
val documents are cataloged and available for use. Col- 
lections from over 300 units of the National Park System are maintained in parks, at six NPS cultural resource 





centers, and at 136 non-Federal repositories. 
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fg Bureau of Indian Affairs Highlights 





; 


Introduction 


The Bureau of Indian Affairs (BIA) is the primary agency 
of the Federal government charged with the responsibil- BIA Mission 
ity to administer Federal Indian policy and to discharge 
the Federal trust responsibility for American Indian 
Tribes, Alaska Natives, and tribal organizations. Federal 
Indian policy and the trust responsibility are derived 
from the special legal and political relationship between 
the Tribes and the Federal government. Across the Na- 
tion, there are 558 Federally recognized American In- 
dian and Alaska Native Tribes. While the Tribes are as different as the lands they occupy, each retains inherent 


"To fulfill trust responsibilities and 
promote self-determination on behalf of 


Tribal Governments, American Indians, 
and Alaska natives." 





governmental authority derived from their original sovereignty. 


Today, the BIA provides services directly, or through self-determination contracts, grants, and compact agree- 
ments with Tribes, to more than 1.2 million American Indians and Alaska Natives in 31 States. The scope of 
BIA programs is extensive, covering virtually the entire range of State and local government services, including: 


* elementary, secondary, and post-secondary education 
* — social services 

¢ law enforcement 

¢ judicial courts 


1998 BIA Budget Authority 


(in millions) 


¢ business loans 


¢ tribal government support ee 


Programs 85% $1,529.6 






° forestry, agriculture, and rangelands development 
* water resources 


¢ fish, wildlife, and parks 


* roads and housing 


Construction 
7% $125.3 


¢ adult and juvenile detention facilities 


* irrigation and power systems Ponnanentend 


¢ land and heirship records Trusts 5.3% $96.1 


Guaranteed Loan 
Program 0.3% $5 


More important, BIA’s programs are funded and oper- _qo1ai Budget Authority - $1,799.4 Land and Water Settlement 
ated in a highly decentralized manner, with more than eae 
90 percent of all appropriations expended at the local 
level and an increasing amount controlled by Tribes and tribal organizations under contracts or self-governance 
compacts. In addition, BIA administers more than 43 million acres of tribally-owned land, over 11 million acres 


of individually owned land held in trust status, and 443,000 acres of federally owned land. 


The BIA’s most basic responsibilities are fulfilling its trust obligations and facilitating tribal self-determination. 
However, while the protection of trust resources is a fundamental responsibility, tribal communities struggling 
to meet the basic needs of their communities must compete for the same limited resources BIA uses to protect 
trust resources. The BIA’s success relies on judiciously balancing these competing needs. 
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Indian Self-Determination and Self-Governance 


Consistent with the Government Performance and Results Act 
(GPRA), a primary objective of the BIA is to support the soy- 
ereignty, self-determination, and self-governance of federally 
recognized Indian Tribes. The Indian Self Determination and 
Education Assistance Act of 1974 (Public Law 93-638, as 
amended) authorizes tribal governments and organizations to 
operate Federal programs under contract, grant, and compact 
agreements. Under these agreements, Tribes deliver program 
services to their members and have the flexibility to reallocate 
program resources to meet their local needs and priorities. The 
number of Tribes operating Federal programs under self-deter- 
mination contract or grant agreements has increased signifi- 
cantly over the past six years, from an estimated 317 Tribes in 
1991 to 449 Tribes in 1995. In 1996, a large number of those 
Tribes chose to convert from contract and grant agreements to 
the more flexible self-governance compact agreements; 34 per- 
cent of all Tribes, including most of the Alaska Native villages, 





entered into compact agreements. 1998537 percent of the Jalesa Lee Eriacho climbs a wall while parents Alex and Dawn 
Tribes were under compact agreements. watch proudly (photo by Eastern Navajo Mountain High 
Program). 


In 1998, BIA obligated $1.107 billion to Tribes and tribal 

organizations under self-determination contracts, grants, and compacts, accounting for 50.1 percent of all 
obligations. For the Operation of Indian Programs and Construction accounts, the total obligations under 
contracts, grants, and compacts have continued to grow reaching more than $957 million in 1998 and com- 
prising 54.6 percent of the total obligations. 


Tribal Services 


BIA continues to make progress on the Delegation of Authority Initiative. This initiative delegates authority for 
the administration of non-construction contracting under the Indian Self-Determination and Education Assis- 
tance Act to the lowest level of BIA. Presently, there are 46 agencies and 2 field offices authorized to administer 
self-determination contracts under a delegation of authority from Area Directors. Fiscal year 1998 was a year for 
consolidation and planning for the strengthening and expansion of the initiative. Efforts will continue in 1999, 
focusing on providing increased training on BIA policies, practices, procedures, and regulations. 


Education 


Nearly one-third of BIA’s annual appropriations in the Operation of Indian Programs account support Indian 
education. These funds provide elementary and secondary education and residential programs for Indian stu- 
dents not served by public and sectarian schools; residential care for some Indian students attending public 
schools; and special services to meet the needs of Indian students in such areas as early childhood development, 
bilingual education, counseling, and guidance. Johnson-O’Malley Education Assistance Grants provide special 
education programs for Indian students attending public and private schools. BIA also operates two post- 
secondary schools—Haskell Indian Nations University and Southwestern Indian Polytechnic Institute—and 
provides financial support to 25 Tribally Controlled Community Colleges (TCCCs). Scholarship programs 
assist Indian students in pursuing undergraduate and graduate degrees at public and private colleges and 
universities. Adult education programs are also available for high school equivalency diplomas. 
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Elementary and Secondary Education: 
About 90 percent of all Indian elemen- 
tary and high school students attend 
public or private schools, with the re- 
maining 10 percent attending BIA- 
funded schools. During the 1997-98 
school year, BIA’s school operations 
programs supported 185 schools; these 
schools served more than 50,000 stu- 
dents. The BIA directly operated 79 
of these facilities, while the Tribes op- 
erated 106 facilities under self-deter- 
mination grants and contracts. Most 





school operations funds are allocated 
by three program formulas: Indian 


“Circle Time” - A teacher reads a story in a Navajo classroom (photo by Ramah Navajo FACE 


School Equalization Program (ISEP), Prosrarsy 

Student Transportation, and Admin- 

istrative Cost Grants for the tribally operated schools. ISEP supports the basic instructional activities of the 
schools, with funds being allocated according to weighted student units (WSUs). Students are assigned weights 
that reflect the relative costs of different grade-levels and special education programs. 


Since the 1993-94 school year, BIA schools have had an average growth rate of approximately 3 percent in the 
number of students and 3.5 percent in the number of weighted student units. The annual ISEP allocations have 
increased an average of about 2.9 percent per student and 2 percent per WSU. The ISEP formula program has 
kept pace with recent increases in service population and has partially covered inflationary cost increases. 


In the 1997-98 school year, 95.5 percent of BIA-funded schools met State, regional and/or BIA academic 
standards. State and regional accreditation requirements usually exceed the academic standards that BIA has 
established as a minimum criteria for its funded schools. Among the BIA’s special education programs, the 
Family and Child Education (FACE) Program has received national and international recognition since it was 
initiated in 1991. FACE provides educational training to preschool children, their parents, and school staff. 
More than 1,800 families participated in this program at 22 school sites during the 1997-98 school year. 


Post-Secondary Education: The Haskell Indian Nations University in Lawrence, Kansas, and the Southwestern 
Indian Polytechnic Institute in Albuquerque, New Mexico, provide a variety of educational opportunities for 
Indian students at the college level to prepare them to enter four-year colleges and universities. These national 
institutions attract Indian students from throughout the United States. TCCCs are chartered by tribal govern- 
ing bodies, governed by local boards of regents, and promote educational goals that are compatible with the 
needs of the Tribe and its members. In 1998, there were 25 TCCCs eligible for Federal assistance. Most funds 
are distributed based on the number of enrolled students and their credit hours. Some Tribes supplement the 


Federal grant for their TCCC through their Tribal Priority Allocations (TPA) funding. 


Scholarships: Undergraduate scholarship assistance is provided through funds available in TPA. In TPA, the 
Tribes set funding priorities for the various programs based on local needs and priorities. The scholarship 
programs may be administered by the BIA’s agency or area offices or operated by the Tribes under self-determi- 
nation contracts, grants, or self-governance compacts. While all Indian students attending accredited post- 
secondary institutions are eligible to apply, the amount of an award is based on each student's certified financial 
aid requirement for Title IV Federal assistance, such as the Pell Grant and National Direct Student Loan Pro- 
gram. 
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Adult Education: Tribes also support continuing adult 
education through the TPA program. Tribal members 
are encouraged to attend courses that prepare individu- 
als for the General Education Development examina- 
tion, and that provide employment skills such as drivers 
training, typing and computer literacy, as well as basic 
skills such as household budgeting and State and Fed- 
eral tax forms preparation. In 1998, the Tribes allocated 
$2.7 million to support adult education. 


Economic Development 


The BIA provides financial assistance to American In- 
dian Tribes, Alaska Natives, and individuals for the es- 
tablishment, acquisition, or expansion of business en- 
terprises on or near American Indian reservations, or land 
held by Alaska Natives incorporated under the provi- 
sions of the Alaska Native Claims Settlement Act, as 
amended. This financial assistance helps Tribes, corpo- 
rations, and individuals achieve greater economic self- 
sufficiency in their communities and expands employ- 
ment opportunities for tribal members and Alaska 
Natives. Financial assistance is made available through 
the Indian Loan Guaranty Program as authorized by the 
Indian Financing Act of 1974 (PL. 93-262), as amended. 








Harvesting greens in a bioitensive demonstration garden (photo by Ramah 
Navajo FACE Program) 


In 1998, the BIA awarded and subsidized 31 new loan 

guarantees for a cost to the government of approximately $3.5 million. BIA’s subsidy provided leverage for a 
total of $26.8 million of private sector funding for businesses that created or sustained 415 jobs. American 
Indian Tribes and Alaska Native Villages received 86 percent of the total capital provided for various businesses, 
including oyster farming, convenience stores, medical clinics, apartments to rent, and manufacturing facilities. 
Individual Indians received the remaining 14 percent of total capital for a travel agency, a restaurant, a trucking 
company, and a fishing vessel, and other businesses. 


Law Enforcement 


In 1998, the groundwork was laid by the BIA and the Department, the Department of Justice, and the Admin- 
istration, to begin a major initiative to halt the escalating crime rates in Indian country through increased 
staffing levels and increased appropriations. An Executive Committee for Indian Country Law Enforcement 
Improvement was appointed, consisting of tribal leaders and officials from BIA and the Department of Justice. 
The Committee issued a detailed report in October 1997, which was primarily based on tribal leader testimony 
at consultation sessions. It became clear that Indian communities lack basic police services other American 
communities take for granted. To begin focusing on avenues for alleviating the problem, a solid partnership was 
established with the Department of Justice in 1998 to focus on improving the delivery of services to Indian 
communities. This partnership serves as the primary foundation for the Presidential Initiative on Law Enforce- 
ment in Indian country. It has brought attention to the need for significant improvements in the delivery of 
basic law enforcement services. In 1998, a total of approximately $80 million was appropriated for law enforce- 
ment in Indian country, providing appropriations for 203 law enforcement programs across the Nation. 
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Trust Lands and Resources Management 


The BIA’s trust lands and resources management programs protect, develop, and enhance the management of 
over 56 million acres of Indian trust lands, including all ownership interests and rights to surface and subsurface 
resources, for the benefit of Tribes and their members. 


Forest Resources Management and the President’s Forest Plan: A major responsibility of the BIA is maintaining 
Indian trust forestlands in a perpetually productive state. The BIA assists Tribes and individual Indian forest 
landowners in managing, developing, and protecting their forest resources through the use of sound ecosystem, 
silvicultural, and economic principles. These activities provide employment for and revenue to the Indian 
owners. The BIA is responsible for presale, contract compliance, and other administrative activities associated 
with the sale of forest products. During 1998, an estimated 650 million board feet of timber with a value of 
$130 million was harvested. The application of silvicultural treatments to Indian commercial forests land is 
necessary to maintain these lands at their full productive level. Forest development activities include preparing 
sites for reforestation, planting tree seedlings, and maintaining optimal stocking levels (timber stand improve- 
ment) to protect forest health. During 1998, an estimated 15,000 acres were planted and approximately 
65,000 acres were improved. 


Long-range forest management planning is essential for maintaining Indian forests in a perpetually productive 
state while harvesting timber resources to achieve tribal economic development goals. Planning is an ongoing 
process that responds to changing tribal needs. One hundred ninety-one Indian reservations require forest 
management plans. During 1998, 10 forest management plans were completed and an estimated 6 forest 
management plans expired. The total number of current plans increased to an estimated 75. 


BIA participation in the President’s Forest Plan has two main components: ecosystem restoration projects and 
timber harvest initiatives in the Pacific Northwest and Northern California regions. Ecosystem restoration 
projects improve the quality of fish and riparian habitats in watersheds and streams. During 1998, approxi- 
mately 175 miles of streams were enhanced and an estimated 70 jobs were created for displaced forest workers. 
The harvesting of additional timber from Indian forests increased wood supplies for the domestic and export 
markets and helped the Northwest commercial economy recover from the court-ordered restrictions on timber 
harvests on Federal lands. During 1998, Indian Tribes received an estimated $50 million from the additional 
100 million board feet of timber that was harvested. Approximately 20 additional jobs were created on or near 
Indian reservations. 


Agricultural and Rangeland Management. The BIA provides technical assistance to the Tribes and over 125,000 
Indian operators and producers on improving agriculture and rangeland management practices. Indian irriga- 
tion and power systems also support the agricultural and rangeland economies. With about 85 percent of 
Indian trust lands in active production, Indian operators and producers use about 45 percent of the irrigated 
acreage, 30 percent of the dry farming acreage, and 75 percent of the rangelands. The remaining lands are leased 
to non-Indian operators and producers, with emphasis placed on further development of Indian agricultural 
resources. 


Mineral Resources Management: The BIA provides technical assistance and information through geological and 
economic studies and marketing and training programs to support Indian landowners seeking to manage and 
develop their mineral resources. The program has been especially active in promoting the production of oil, 
coal, precious metals, granite, gypsum, sand and gravel, and natural gas resources on Indian lands nationwide 
that have been identified through four phases of mineral assessment studies. Nationwide revenues from mineral 
royalties, rents, and other revenues on Indian lands increased from $166.8 million to $213.8 million during 
calendar year 1997. Revenues during the second quarter decreased by $5.0 million due to a drop in oil prices. 
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The BIA administered 3,771 mineral leases, licenses, permits, and applications on 1.9 million acres of Indian 
lands. Indian minerals agreements, and leases continue to have a higher average royalty rate than Federal on- 
shore leases due to geotechnical studies performed prior to leasing, availability of large blocks of land, and 
effective negotiations by the major oil and gas-producing Tribes. 


Environmental and Cultural Resources Management: The BIA is responsible for environmental and cultural 
resources management on 56 million acres of Trust lands. The BIA and the Environmental Protection Agency 
(EPA) have signed a Compliance Assistance Project Memorandum of Understanding, under which EPA will pay 
to have environmental audits performed at four to six BIA facilities and BIA will undertake corrective actions. 
The audits will count toward the BIA’s progress in meeting a Departmental mandate to institute an auditing 
program and conduct baseline audits of 100 percent of facilities by the end of 2002. The BIA has formed a 
workgroup, composed of BIA staff from various parts of BIA and tribal representatives, to develop its ongoing 
audit program. Major accomplishments during 1998 were achieved in the area of Natural Resource Damage 
Assessment and Restoration (Restoration Program) on Indian lands. For example, the Washoe Tribe of Califor- 
nia and Nevada has taken the responsibility as the Lead Administrative Trustee and the BIA is about to assume 
the role as Authorized Official, at the Leviathan Mine Site. A Multiple Response and Restoration Program 
Agreement was established with the responsible party, and remedial action and damage assessment activities are 
in progress. A nationwide review of Superfund sites in Indian country was also accomplished and work to 
determine an Restoration Program position at these locations is ongoing. 


Real Estate Services: The BIA has significant responsibilities for the management and administration of 56 
million acres of tribally owned land and land owned by individual Indians. Major functions include leasing and 
permitting, lease compliance, rights of way, land acquisition and disposal, preparation and administration of 
probates, and land records. These activities provide Indian landowners with essential data and assistance to 
support the management and development of their surface and subsurface land resources, consistent with the 
trust management role of the Federal government. Trust land leasing activities are a major part of the real estate 
program and provide a major source of income to owners. 


The General Allotment Act of 1887 transferred Indian lands in 40, 80, and 160-acre parcels to individual tribal 
members and families and opened the remainder of tribally owned lands to non-Indian settlement, resulting in 
checkerboard patterns of Indian and non-Indian ownership. Over 100 million acres of the Indian trust land 
base was lost between 1887 and 1934 when enactment of the Indian Reorganization Act of June 18, 1934, 
stopped further allotment of tribal lands. As the land allotted to individual Indians passed from generation to 
generation, ownership often has been divided among an increasing number of heirs. It is common for as many 
as 100 to 300 individuals to hold undivided interests in a single allotment. This division of ownership interest 
is referred to as fractionation. Currently, it is estimated that there over one million fractionated interests, with 
many of these interests at two percent or less. Secretary Babbitt submitted a draft bill “...to reduce the fraction- 
ated ownership of Indian lands...” to the Congress recommending that the bill be enacted. If enacted, this 
legislation will reduce further fractionation of ownership in Indian allotments. 


Facilities Management 


The BIA’s Facilities Management and Construction program covers the construction, renovation and repair, 
maintenance, and operation of educational facilities, residential dormitories, law enforcement, employee quar- 
ters, utility and telecommunications systems, and site maintenance. It also oversees the leasing of space for BIA 
operations where BIA-owned facilities are not available. The management and administration of the BIA’s 
facility program involves many diverse functions that were transferred from the Department to BIA in October 
1997. The BIA’s Facilities Management and Construction Center is responsible for managing BIA’s facilities 
programs, which includes construction, repair, and operations and maintenance for buildings and other related 
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facilities such as utility systems, roads, and grounds 
needed to carry out BIA-funded programs and func- 
tions. In 1998, the BIA made tremendous progress 
in reducing the unobligated balance in its construc- 
tion projects, mainly because of an increasing em- 
phasis on tribal contracting and grants for projects. 
The unobligated balance at the end of 1998 was 
the lowest in seven years—71.1 percent of funds to- 
talling $158.3 million were obligated. 


Deferred Maintenance 


In 1998, the BIA began an assessment of its deferred 
maintenance on a nationwide basis. It was found that 
over $8.8 billion was required to meet the mainte- 
nance needs of its buildings, schools, detention cen- 
ters, roads, and bridges. This is in sharp contrast to 
the $359.5 million appropriated to BIA in 1998 for 


these maintenance needs. 





Learning computer keyboard skills (photo by Bureau of Indian Affairs) 
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2%) Fish and Wildlife Service Highlights 





Introduction 


Since before recorded history, fish and wildlife resources 
in the United States have been an integral part of hu- FWS Mission 
man life. We know that the earliest Americans depended 
on fish and wildlife for both life sustenance and spiritual 
nourishment. The kinship of aboriginal Americans to 


"To conserve, protect, and enhance fish 
and wildlife and their habitats for the 


continuing benefit of the American 
people." 


these resources is seen today in their religious and cul- 
tural activities. The sea turtle is viewed as the symbol of 





eternal life with the great creator. Salmon and other 
anadromous fishes were and still are celebrated as sym- 
bols of the renewal of life. Wildlife served as the spiritual connection with one’s ancestors and the creator of all 


life. 


When settlers came to America, they found a land teeming with wildlife. Like Native Americans, they depended 
on the land’s rich wildlife heritage for food and clothing. The new settlers fully intended that freedom to hunt 
for food and to secure water for life would be the right of all, regardless of heritage or status. The framers of our 
Constitution recognized this and placed great emphasis on natural rights and natural laws. Because of the 
American ideal to respect fish and wildlife as a resource available for the use and enjoyment of all, it is revered as 
a public trust resource—a resource deserving the public’s attention and participatory guidance. 


The U.S. Fish and Wildlife Service (Service or FWS) has the privilege of being the primary agency responsible 
for the protection, conservation, and renewal of these resources for this and future generations. As such, the 
Service provides expert leadership for fish and wildlife conservation that will help provide a healthy environment 
for fish and wildlife as well as people and that will help Americans understand, conserve, and enjoy the out- 
doors. 


The Work of the Service 
1998 FWS Budget Authority 


By law and treaty, the Service has national and interna- (in millions) 
tional management and law enforcement responsibili- 
ties for migratory birds, threatened and endangered 
species, fisheries, and many marine mammals. Com- Other Appropriated 


mitted to the conservation of species throughout the 2.8% 838.7 
Nation and the world, the Service recognizes that hu- 












Resource Management 
43.5% $594.6 


Construction 
f CER sae oa hea 
man involvement in conservation action is critical to a 


the sustainability of wildlife populations and their habi- 
tats. The goal of the Service is to work with the Federal, 
State, tribal and global communities to form partner- 

: : : Other Permanent Accounts 
ships that conserve fish and wildlife, regardless of po- ota Buaget Authority - $1,366 20.8% $283.7 
litical boundaries. For this reason, the work of the Ser- 


Land Acquisition 
4.6% $62.6 


Sport Fish Restoration 
22.7% $309.8 


vice grows more complex and critical every day. 
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Partnerships 


Partnerships ensure a unified approach in 
conserving aquatic and terrestrial environ- 
ments for the continuing benefit of recre- 
ational, commercial, and subsistence in- 
terests, In=a broader context, tucse 
cooperative management efforts benefit 
aquatic and terrestrial species that depend 
on healthy aquatic ecosystems. The result 
is a greater commitment to conservation 
through internal teamwork and external 
partnerships. 





To benefit fish and wildlife habitat, the Banpstudy (pret oye) 


Service forges partnerships among govern- 

ment agencies, private entities, or individuals to restore habitat, improve conservation planning, and provide 
wetlands data. For example, Habitat Conservation Plans (HCPs) allow the development of private land while 
protecting threatened and endangered species and their habitats. Habitat Conservation Plans allow the Service 
to work with industry, States, communities, and individuals to balance the need for economic growth with the 
need to protect habitats for vulnerable species. Another important component of habitat protection is the 
concept of integrated pest management (IPM). Many cooperative IPM efforts bring the Service together with 
State and local agencies to determine the most effective methods to control vector-borne diseases while mini- 
mizing harm to wetlands species and their habitats. In addition, the Service, as part of the Department's 
National Irrigation Water Quality Program, enters into agreements with State and local water development 
commissions to eliminate contaminated water and improve poor quality habitat and the biological health of 
affected species while meeting the needs of the agricultural community. Further, the Federal Aid in Sport Fish 
Restoration and the Federal Wildlife Restoration Programs, both administered by the Service, have been main- 
stays of State fish and wildlife resource management efforts and have resulted in significant conservation of fish 
and wildlife populations and restoration of habitat throughout the Nation. 


Many of the Nation’s and the world’s native fish and wildlife populations are declining or are at historic low 
levels due to habitat degradation, introduction of nonindigenous species, poor land management practices, or 
urbanization. In partnership with other Federal, State, tribal, and international governments, as well as a variety 
of private interests, the Service is contributing to the restoration, enhancement, and protection of nationally and 
internationally significant fish and wildlife resources and ecosystems. Service biologists contribute technical 
expertise and resources to cooperative efforts that result in on-the-ground conservation actions that benefit fish 
and wildlife species throughout the world. For example, the Service contributes to Partners in Flight regional 
conservation plans that offer local land managers and other decisionmakers a “road map” of actions that need to 
be taken to preserve the rich diversity of bird life in the United States. In addition, work with international 
partners in the North American Waterfowl Management Plan has resulted in a long-term strategy to protect 
and restore habitat throughout the continent for waterfowl and other wildlife that use wetlands. Further, the 
Service supports the Convention on International Trade in Endangered Species (CITES), which has resulted in 
the recognition that international commercial trade in live plant and animal specimens can lead to disastrous 
introductions of alien species into new habitats, resulting in the decline of resident populations. CITES work 
brought added protection to the sturgeon through the cooperation of the major caviar exporting countries of 
Russia and Iran. The United States, once one of the largest ivory consumers in the world, demonstrated its 
concern for African elephants through the African Elephant Conservation Act sponsored by CITES. 
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Stewardship 


As a land manager, the Service provides stewardship for lands in 
all 50 States, some of the Pacific Islands, the Virgin Islands, Guam, 
and Puerto Rico. The Service manages over 93 million acres in 
the National Wildlife Refuge System (NWRS), which includes 
516 refuge units, 199 Waterfowl Production Areas, and 50 coor- 
dination areas. Lands managed within the NWRS are used to 
conserve and manage fish, wildlife, and plant resources for the 
benefit of present and future generations. The habitat protected 
is as diverse as the wild things living there. Service stewardship 
lands protect tundra, grasslands, deserts, forests, rivers, marshes, 
swamps, and remote islands—virtually every type of habitat and 
landscape found in the United States. The fish and wildlife that 
live on refuges are the heritage of a wild America. The Service 
watches over 700 kinds of birds, 220 mammals, 250 reptiles and 
amphibians, and 200 kinds of fish. They come as flocks, herds, 
coveys, gaggles, schools, pairs, and loners. More than 255 threat- 
ened and endangered species are found on Service lands, and it is 
on refuges and in hatcheries that they often begin their recovery 
and hold their own against extinction. 





FWS employee with with red wolf pups (photo by George 
Gentry). 


Stewardship of the Nation’s fishery and aquatic resources, through 

the National Fish Hatchery System (NFHS), has been a core responsibility of the Service for over 120 years. 
Although the Service does not own all the lands and facilities in the NFHS, the Service participates in managing 
units within the NFHS, which is composed of National Fish Hatcheries, Fish Health Centers, and Fish Technol- 
ogy Centers. Lands and facilities within the NFHS comprise 67 hatcheries located within 34 States and 16 
other fish facilities located throughout the United States. 


Recreation and Training 


In addition to conservation, restoration, and management of fish and wildlife resources and their habitats, the 
NWRS and the NFHS provide recreational opportunities to the public, including fishing, hunting, hiking, and 
birdwatching. Because of the public’s growing interest in fish and wildlife and natural resource conservation, 
the Service is responding with increased emphasis on environmental education. The Service strives to ensure 
that its employees deliver consistent, effective conservation messages to the public and the conservation commu- 
nity. Through its new National Conservation Training Center in West Virginia, the Service has trained thou- 
sands of conservation professionals representing over 100 different organizations and 20 countries. 


The Service has a proud tradition of working with its partners throughout the Nation and the world to effect 
solutions that benefit fish and wildlife resources and the habitat upon which they depend for survival. In 1998, 
as in every other year before, the Service has enjoyed the increasing support of the Congress, the President, and 
the American public so that we can all work to benefit our natural heritage. We look forward to continuing to 
build and nurture new and existing cooperative programs so that fish and wildlife management remains a useful 
and productive tool for conserving our valued fish and wildlife resources for future generations. 
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Bureau of Land Management Highlights 





Introduction 


The BLM of Land Management (BLM) manages 264 million acres of public lands—about one-eighth of the 
land area of the United States—and approximately 300 million additional acres of subsurface mineral estate. 
The BLM manages more public land acreage than any other Federal agency, putting the BLM in a unique 
position to manage and protect our Nation’s priceless natural and cultural heritage. 


The lands administered by the BLM are some of the 
most ecologically and culturally diverse and scientifi- 
cally important Federal lands. The BLM is responsible 


BLM Mission 
"To sustain the health, diversity, and 


ae for protecting and preserving paleontological, archaeo- 
productivity of the Nation's public lands _ 


logical and historical sites; wild free-roaming horses and 
burros; wilderness and wilderness study areas; wild and 
scenic rivers; rare, vulnerable, and representative habi- 


for the use and enjoyment of present 
and future generations." 


tats, plant communities, and ecosystems; and numer- 
ous other outstanding natural and cultural areas. 





Providing Opportunities for Environmentally Responsible Recreation 


Studies indicate that 94.5 percent of the U.S. population participates in some form of outdoor recreation. These 
studies also reveal that the demand for recreation will continue to expand as America’s population increases. 
Visitation to BLM public lands in 1997 (the most recent year for which data is currently available) was 61 
million visits, resulting in nearly 72 million visitor days of recreation use. 


The BLM public lands provide visitors with a vast ar- 1998 BLM Budget Authority 

ray of recreational opportunities. These include hunt- (in millions) 

ing, fishing, camping, hiking, boating, hang gliding, Land Acquisition Mgmt of Lands and Resources 
11. 









0.9% $11.2 : 46.3% $582.1 


off-highway vehicle driving, mountain biking, birding, 
and visiting natural and cultural heritage sites. The BLM 
administers 205,000 miles of fishable streams, 2.2 mil- 
lion acres of lakes and reservoirs, 6,600 miles of float- Permanent Trusts — 
able rivers, over 500 boating access points, 64 National ak 
Back Country Byways, 300 Watchable Wildlife sites, 
and thousands of miles of multiple use trails used by 


Wild Fire Management 
1 


Other 
3.7% $45.8 22.3% $280. 


motorcyclists, hikers, equestrians, and mountain bik- 31% $101.4 


Payments in Lieu of Taxes 


ers. Total Budget Authority - $1,256.6 9.5% $120 


The BLM’s Recreation Fee Demonstration Program increased from 10 projects in 1997 that collected $419,000, 
to 67 fee projects in 1998 that collected $3.5 million. The BLM also worked hard to provide electronic recre- 
ation information to the public, participating in the award-winning recreation.gov site and playing a lead role in 
the Public Land Information Center websites. Additionally, the BLM produced a CD-ROM “People of the 
Past,” which helps people better understand the value of, and the need to protect, cultural resources. Finally, the 
BLM continued working with Western gateway communities to develop a common strategy for sustainable 
tourism and related economic development. 
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Providing Opportunities for Environmentally Responsible Commercial Activities 


The public lands provide myriad opportunities for commercial activities. Commercially valuable natural re- 
sources include energy and mineral commodities, forest products, grazing forage, and special uses such as 
rights-of-way for pipelines and transmission lines. The 
BLM recognizes the Nation's need for a domestic source 
of energy, minerals, food, timber, and fiber from the 


public lands. 


During 1998, the public lands produced 31 percent 
of the Nation’s coal, 11 percent of its natural gas, and 
5 percent of its oil. These lands also produce a large 
portion of the Nation’s fertilizer minerals, mineral 
materials, gold, silver, and other metals. 


Timber production and livestock grazing are also im- 
portant uses of the public lands. Approximately 260 





million board feet of timber were sold from the public Monitoring water quality helps the BLM ensure that land health 
lands, most (97 percent) coming from Oregon. Live- standards are being met (photo by BLM). 

stock grazing on the public lands is central to the live- 

lihood and culture of many local communities. In 1998, the BLM authorized livestock grazing for more than 
17,000 operators on about 164 million acres public land in 16 western States, providing 10.1 million animal 
unit months of grazing. 


Other commercial uses include rights-of-way and other permits and leases. This year over 5,000 rights-of-way 
actions were processed, resulting in 2,719 grants issued to companies to use public lands for roads, pipelines, 
transmission lines, and communication sites. Many of these provide for the basic infrastructure of society, 
meeting the needs of local cities and towns. 

ciated 1998 maker ale a pro 
estimated 1998 market value of pro- ($ in millions) 


duction occurring on the public a mules 1208 BLM 
lands was $11.8 billion, 99 percent utput bas 





: ; Public Land Commercial Activity Value Impact Generated 
of which was derived from energy Oil and Gas Leasable Minerals $6,241 $11,483 $787 
and minerals. The direct and indi- Coal Leasable Mineral 2,826 7,348 321 

: oe Paral Other Leasable and Salable Minerals 1,358 Bat 83 
plant “ante! ae hoa edc a hoe” Locatable Minerals’* 1,204 3,130 30 
cial activities amounted to $26.3 bil- — Grazing 95 410 14 
lion. Of the total of $ 1.3 billion in eS be oe i 

: ealty 
annual revenues derived from BLM- TOTAL $11,849 $26,310 $1,317 


managed lands, energy and miner- 
als generated over $ 1.2 billion from 
mineral royalties, rents, bonuses, 


Note: Table does not include the economic value of commercial and non-commercial 
recreation activities on the public lands. 


al Ave S au : | * BLM does not collect locatable minerals production data. The production value was 
sales, and fees. otates share 1n a large estimated from the 1995 estimate and adjusted for productions patented out of the public 


portion of the revenues collected. lands in subsequent years. 
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Preserving Our Cultural Heritage 


The BLM is steward for the Federal government's largest, most varied, and scientifically most important body of 
archaeological and historical resources—an estimated 4 to 4.5 million cultural properties. These range in age 
from various early human occupation sites such as the 11,700-year-old Mesa Site in the Brooks Range to the 
remains of Spanish period exploration and settlement, as well as more recent historic sites documenting west- 
ward migration. 


In 1998, the BLM continued its efforts to protect our Nation’s cultural heritage by inventorying 507,491 acres 
for cultural resources, recording 7,687 properties, and issuing or continuing in effect a total of 570 study or 
management permits (excluding permits for paleontological collecting). To date, the BLM has inventoried a 
total of 13.4 million acres and recorded 220,809 cultural resource properties. Of these, 248 are listed on the 
National Register of Historic Places, with 22 listed as National Historic Landmarks, helping assure that these 
properties will be protected and preserved for future generations. 


Preserving Our Natural Heritage 


A total of 739 Areas of Critical Environmental Con- 
cern totaling almost 13.1 million acres have been 
designated nationwide on the public lands to protect 
important historical, cultural, scenic and natural ar- 
eas or to identify areas where hazards to human life 
and property exist. About 7 million of these acres 
have been designated to protect biological resource 
values. 


The BLM continued its stewardship of 136 Congres- 
sionally designated wilderness areas (5.2 million acres) 
and its management of 622 wilderness study areas 





ate : Environmental education is an ongoing priority for the Bureau of 
(over 17 million acres). The BLM also continued to Land Management (photo by BLM). 


manage 34 Wild and Scenic River segments totaling 
2,038 miles, including 392 miles of the Fortymile River in Alaska, the longest designated river in the National 
Wild and Scenic Rivers system. 


In addition, the BLM exercised stewardship responsibilities for eight National Conservation Areas (11.7 million 
acres), eight National Historic Trails, two National Scenic Trails, 26 National Recreation Trails, one National 
Scenic Area (101,000 acres), one National Recreation Area (1 million acres), 43 National Natural Landmarks 
(600,000 acres), 152 Research Natural Areas (347,000 acres), five World Heritage sites, three Biosphere Re- 
serves, and two Globally Important Bird Areas (56,500 acres). 


The BLM also continued to move forward in managing the Grand Staircase-Escalante National Monument. 
This Monument, which was created by Presidential Proclamation September 18, 1996, is a dramatic, multi- 
hued landscape that is rich in both natural and human history. In 1998, the BLM completed its Draft Manage- 
ment Plan for the Monument. In 1999, the BLM will complete a public review period and then issue the final 
version of the Management Plan. 


In 1998, the BLM undertook several paleontological projects that resulted in the recovery of some of the most 
complete fossil specimens ever found, the identification of new species, and the recovery of new exhibit materi- 
als. These included a project in New Mexico with the New Mexico Army National Guard, the Bureau of Indian 
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Affairs, and the New Mexico Museum of Natural His- 
tory to recover what may be the most complete 
Pentaceratops skull and the most complete skeleton of 
a carnivorous dinosaur yet found in New Mexico. 


Wild Horses and Burros 


More than 44,000 wild horses and burros in approxi- 
mately 200 herd management areas roam the Western 
public lands; most are found in Nevada. The BLM 
seeks to ensure a healthy, viable population of wild 


horses and burros within the limits of available public Public lands and their many resources represent a priceless legacy 
for future generations (photo by BLM). 





land resources. 


In 1998, a total of 6,389 wild horses and burros were removed from the range, while 7,844 animals were 
adopted through BLM’s popular Adopt-A-Horse or Burro program. The remaining animals are still in our 
facilities awaiting adoption. The Adopt-A-Horse or Burro program is very active in the continental United 
States; approximately 100 adoptions are held across the country each year. 


Reducing Threats to Public Health, Safety, and Property 


The BLM’s stewardship responsibilities include protecting public lands and facilities from unauthorized uses, 
illegal dumping, unsafe conditions, vandalism, theft, and wildfires. These challenges are met by making preven- 
tion a priority, while also maintaining BLM’s traditional level of response capability and responsiveness. 


The 1998 fire season was affected by the unusual El Nino weather pattern. A mild winter followed by a very wet 
spring delayed the start of most BLM wildland fire suppression operations, as fuels did not begin to cure until 
late June over much of the West. Overall, fire activity was below normal on BLM lands. The BLM did signifi- 
cantly increase prescribed fire and hazardous fuel treatment to reduce fuel accumulations that contribute to 
unnaturally large wildfires. 


In 1998, the BLM discovered 131 sites on public land where releases of hazardous substances were suspected, 
almost double the number found in 1997. Close to half of the new discoveries were at inactive mines and mill 
sites, where environmental problems ranged from unstable tailings to abandoned drums and dynamite. Other 
discoveries on public land included fuel and chemical spills, trespass dumping of pesticide containers, illegal 
drug labs, and an errant test missile. 


Land, Resource, and Title Information 


The BLM has extensive historical and current information about land ownership, use, and condition in the 
United States. The agency performs cadastral surveys and produces information to support a variety of land 
management activities for a number of agencies. Historical data on patented lands, along with information on 
mineral estate, resource conditions, and permits or leases on Federal lands are provided on a daily basis. 


The BLM responds to thousands of requests for information every year and has improved customer access and 
use of this information. Cadastral survey information for 24,412 townships and over 2 million General Land 
Office land title records have been converted to digital form and are more readily accessible to decision makers 
as well as the public through the use of Internet and Geographic Information System technologies. 
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The public is performing online Internet searches for information and subsequently downloading digital data or 
filing requests for historical information directly with BLM offices. As one example, the BLM’s General Land 
Office Records website (www.glorecords.blm.gov), during its first five months, recorded almost 400,000 visitors 
who looked at more than 5 million pages of records. During one week alone, visitors to this site electronically 
requested 500 copies of patent records from BLM’s Eastern States Office. 


Economic and Technical Assistance 


BLM-managed public lands generate substantial revenue from multiple use activities, much of which is re- 
turned in direct payments to the States and counties of origin. These payments are distributed to local govern- 
ments to pay for such things as schools, roads, and employee salaries. 


Each year, the BLM calculates and sends the Payments in Lieu of Taxes (PILT) to counties. These payments are 
intended to offset property tax shortfalls (under a congressional formula) occurring in counties with tax-exempt 
Federal lands administered by the BLM and other agencies. In 1998, a total of $118.8 million in PILT pay- 


ments were made. 
Restoring and Maintaining the Health of the Land 


Working with others to restore and maintain the health 
of the land is the foundation for everything the BLM 
does. Livestock grazing, timber harvesting, hunting, 
fishing, and other benefits from the public lands can 
be sustained over time only if the lands are healthy. 


The Standards for Rangeland Health and Guidelines for 
Livestock Grazing Management, developed in the mid- 
1990s with the assistance of 24 broadly constituted 
Resource Advisory Councils and approved by the Sec- 
retary of the Interior, are being used to help identify 
the causes of resource problems so that effective cor- 





rective actions can be taken. Livestock operators and nas 7 nee 
; : The wealth of resources on America’s public lands is an asset 
BLM managers can work together effectively to achieve belonging co alleor istiploesibyi BEM 


healthy rangelands. 


In 1998, the BLM completed ecological site inventories on over 1 million acres. This information improves 
BLM’s understanding of the potential for these rangelands. 


The Emergency Fire Rehabilitation Program responds quickly to prevent additional resource damage following 
wildfires on range and forest lands. In 1998, the BLM implemented 52 emergency fire rehabilitation projects 
in Colorado, Idaho, Nevada, Oregon, and Utah to protect over 84,000 acres from degradation at a cost of over 
$5 million. 


In its ongoing efforts to eradicate invasive weeds on our Nation’s public lands, the BLM cooperated with county, 
Federal, State, and private partners to treat approximately 127,000 acres of land to prevent and control the 
spread of noxious weeds and invasive plants and to improve the health of vegetation communities. 


In 1998, the BLM developed or maintained 1,200 on-the-ground projects designed to restore riparian-wetland 
areas to proper functioning condition. As just one example, BLM’s Farmington Field Office increased the 
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success of riparian cottonwood pole 
plantings by using intensive soil map- 
ping and soil testing techniques to se- 
lect planting areas and by installing 
protective fencing around each tree. 
The BLM also revised management 
prescriptions to improve riparian-wet- 
land conditions on 820 miles of 
streams and 8,900 acres of wetland 
areas. 


These are just a few examples of the 
hundreds of initiatives undertaken by 
the BLM to restore and maintain the 


health of the land. 





The BLM continues to actively incorporate the concept of universal access into all of its 
programs, activities, and facilities (photo by BLM). 


Promoting Collaborative 
Management 


The BLM completed the fourth round of appointments of citizens to 21 of its Resource Advisory Councils in 
cooperation with the Governors of western States, continuing an innovative, collaborative approach for address- 
ing natural resource management issues. The Volunteer Program also continues to be successful, making an 
enormous contribution to BLM’s efforts and successes. Bureauwide, volunteers worked a total of 1,149,000 
hours for a monetary value to the BLM of $14.4 million in 1997 (most recent year for which data is available). 


Implementing the Government Performance and Results Act 


In 1998, the BLM began implementing the Government Performance and Results Act throughout the agency. 
Using the 1997 BLM Strategic Plan, the BLM used input from its field offices to establish long-term perfor- 
mance targets, resulting in a Multi-Year Performance Plan. The Multi-Year Plan’s long-term targets for accom-. 
plishment resulted in annual goals and targets that are documented in BLM’s Annual Performance Plans. 


In February 1998, the BLM sent forward its fiscal year 1999 Annual Performance Plan to the President and 
Congress containing a set of goals and performance measures that the agency will use to assess its progress. The 
BLM publishes its annual reports in February to show what the BLM has accomplished for the money it has 
received, following the conclusion of each fiscal year. 


Customer Service 


In 1998, the BLM surveyed use-authorization customers for oil and gas, rights-of-way, land acquisitions and 
exchanges, grazing permits, and recreation permits. The 1998 survey indicated that several programs were 
doing better in terms of service quality since the baseline survey in 1995. For example, the grazing permittees 
were 7 percentage points more satisfied with service delivery, while oil and gas lessees were 10 percentage points 
more satisfied with communication and coordination and 38 percentage points more satisfied with the Bureau's 
efforts to maintain the health of the land. 
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aUSGS U.S. Geological Survey Highlights 


Introduction 


The U.S. Geological Survey (USGS) is a natural science . 
organization that is recognized worldwide as scientifi- USGS Mission 
cally credible, objective, and demonstrably relevant to 
society's needs. The USGS provides the Nation with re- 
liable information to describe and understand the Earth. 
This information is used to minimize loss of life and 


"The U.S. Geological Survey provides 
the Nation with reliable, impartial 


information to describe and understand 
the Earth." 


property from natural disasters; manage water, biologi- 
cal, energy, and mineral resources; enhance and protect 
the quality of life; and contribute to wise economic and 





physical development. USGS conducts research in four major science disciplines—biology, geology, hydrology, 
and cartography—through which it develops and applies innovative means to solving problems in resource 
management. 


The USGS has an important and essential role in building and rebuilding the Nation in the 21st century as we 
did in the 19th and 20th centuries, but the role will be different and it will change with time. We have become 
the Nation's chief natural science agency for a reason and a purpose—to provide the kind of science that will 
serve the citizen and help the Nation adapt to a rapidly changing world; to be the agency that can help this 
Nation find, protect, develop, and enjoy the natural resources that are essential for building and living in the 
next century; and to be an agency that can help significantly reduce the risks from natural hazards. The new 
USGS motto, “science for a changing world,” appropriately reflects the importance of looking forward and being 
sensitive to the changing needs of society. 


USGS budget authority supports activities that cover a 1998 USGS Budget Authority 


(in millions) 


broad range of physical, chemical, and biological sys- 

tems. This diversity of disciplines gives the USGS great 

strength in dealing with the problems facing society Geology 
that the agency is being called upon to address. In- oats Gk 
creasingly, the USGS is being recognized for science 

that is interdisciplinary in scope and highly relevant to 

the issues important to the Nation. The USGS is striv- 

ing to increase this interdisciplinary approach to ad- 

dress issues with an integrated manner, particularly in _ National Mapping 


12.6% $136 
making scientific data sets integratable with one an- 
other. Total Budget Authority - $759 








Biological 
Resources 
13.4% $145 


General Administration 
4.4% $48 


Water Resources 
18.1% $195 


U.S. Geological Survey Programs 


The National Mapping Program - The mission of the National Mapping Program is to meet the Nation’s need 
for basic geospatial data, ensuring access to and advancing the application of these data and other related earth 
science information for users worldwide. 
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Water Resources Investigations - Water Resources In- 
vestigations has the principal responsibility within 
the Federal government for providing the hydrologic 
information and understanding needed by others to 
achieve the best use and management of the Nation’s 
water resources. 


Biological Research - Biological Research's mission is 
to work with others to provide the scientific under- 
standing and technologies needed to support the 
sound management and conservation of our Nation’s 
biological resources. A fundamental part of this mis- 
sion is embodied in the deep commitment to make 
data and information on the Nation’s biological re- 
sources more accessible to more people. 





; Summer campers learn how to use USGS topographical maps (photo 
Geologic Hazards, Resources, and Processes - The Geo- by USGS). 


logic Hazards, Resources, and Processes programs have 

science goals designed to address pressing issues facing the Nation in the next decade. In general, these goals 
focus on understanding human interaction with the natural environment and build upon long-term USGS 
investments in basic research into the fundamental geologic processes controlling how the Earth works. 


Principal USGS Themes 


The USGS has identified four principal theme areas—Hazards, Natural Resources, Environment, and Informa- 
tion Management—to more effectively communicate how USGS earth science information contributes to pub- 
lic policy issues. 


Hazards 


Hazards are unpreventable natural events that, by their nature, may expose our Nation’s population to the risk 
of death or injury and may damage or destroy private property, societal infrastructure, and agricultural or other 
developed land. USGS activities in the hazards theme area deal with describing, documenting, and understand- 
ing natural hazards and their risks. A key accomplishment in 1998 was: 


¢ Alerting the Nation of Potential Landslide Hazards Associated with El Nino Weather Effects - Vhe distribution of 
El Nino-induced precipitation and temperature anomalies for 1997-1998 was predicted by USGS using its 
computerized national landslide susceptibility map in conjunction with national climate outlook maps 
produced by the National Oceanic and Atmospheric Administration (NOAA). This combination of USGS 
and NOAA information indicated where and when rainfall- and snowmelt-induced landsliding might have 
occurred during the 1997-1998 winter and spring. This information, which was frequently updated and 
refined and made available on the Internet at Attp-//geohazards.cr.usgs.gov, indicated broad regions of the 
Nation that increased potential for landslides during the El Nino climatic episode. 
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Natural Resources 


The natural resources of our Nation are its land, water, minerals, and energy. These renewable and nonrenew- 
able resources are needed to sustain life and to maintain and enhance our economic strength. USGS activities in 
the natural resources theme area inventory the occurrence and assess the quantity and quality of natural re- 
sources. A key accomplishment in 1998 was: 


¢ Helping to Mitigate Acid Mine Runoff - USGS scientists are applying their knowledge and expertise to 
develop environmentally acceptable and cost-effective treatment processes for acidic, metal-laden drainage 
from abandoned coal mines. Field tests of the technology are currently being conducted in cooperation with 
the National Park Service, the Freshwater Institute, and the Pennsylvania State Department of Environmen- 
tal Protection. Field tests include establishing the effects of the treatment process on acid-sensitive aquatic 
invertebrates and fish. Treating only a portion of the stream with super-treated effluent reduces the need for 
large, expensive equipment and decreases the costs of all aspects of the treatment process 


Over 400,000 abandoned mines are found on Federal lands. In addition, many more are adjacent to Federal 
lands or are affecting water quality and biological resources under Federal stewardship. Defunct mines have 
contaminated public and private lands with more than 50 billion tons of untreated mine waste. In the Appala- 
chian coal region, acid mine drainage has degraded more than 8,000 miles of streams and has left some aquatic 
habitats virtually lifeless. The cleanup and remediation of abandoned mine sites will require a huge investment 
of taxpayers’ dollars. In West Virginia alone, the coal industry is spending approximately $1 million each day to 
treat acid mine drainage. 


Environment 


Our Nation’s environment—air, water, soil, and plant and animal life—is constantly changing as natural pro- 
cesses and human actions affect it. USGS activities in the environment theme area include studies of natural 
physical, chemical, and biological processes as well as addressing the results of human actions; the goal is to 
provide the understanding and scientific information needed to recognize and mitigate adverse impacts and to 
sustain the environment. A key accomplishment in 1998 was: 


¢ Studying Air Pollution in and around Mt. Rainier - Recent studies by USGS scientists and students have 
shown that Mt. Rainier National Park is the most polluted area of Washington State in terms of tropo- 
spheric (the inner layer of the atmosphere) ozone. Ongoing cooperative work between USGS scientists and 
the National Park Service will provide an early warning to future changes in air quality and the health of 
sensitive plant species in Mt. Rainier National Park. Ozone, a colorless gas, is formed from nitrogen oxides 
and organic compounds, common components of fossil fuel emissions, in the presence of sunlight. It is 
highly toxic to both humans and vegetation at very low concentrations. Pollutants produced in the Seattle- 
Tacoma metropolitan area are transported eastward toward the Cascade Range, where Mt. Rainier is di- 
rectly in the path of the pollutant plume. Weekly average concentrations of ozone are actually higher in the 
Mt. Rainier regions than they are in the Seattle area, with the highest exposures at high elevations up to 
8,000 feet. Ozone synthesis is enhanced by warm, sunny weather, so rural residents, recreational visitors, 
and alpine vegetation are exposed to potentially harmful levels of ozone during the summer when park 
visitation is highest and plants are metabolically active. As the human population of the Seattle-Tacoma 
region continues to increase and more motorized vehicles crowd local highways, air pollution levels can be 
expected to increase as well. 
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Information Management 


Information management is both a strategy, driven by customer 
needs, and an infrastructure, shaped by technology, for handling 
and distributing information. Information management crosses dis- 
ciplinary and administrative boundaries. USGS information man- 
agement activities organize, catalog, archive, maintain, and dissemi- 
nate earth and biological science data and information so that all 
potential users are aware of and can acquire the information. A key 
accomplishment in 1998 was: 


¢ The National Atlas of the United States of America - The new Na- 
tional Atlas of the United States is an ambitious, government- 
wide partnership led by the USGS that aims to make geographic 
information more readily accessible to individual Americans. The 
National Atlas is designed to promote greater geographic aware- 
ness through the development and delivery of products that pro- 
vide easy to use, map-like views of our natural and societal land- 
scapes. It will include products designed to stimulate children 
and adults to visualize, comprehend, and even marvel at the 





complex relationships between environments, places, and people. 
The National Atlas is intended to serve the interests and needs 


USGS scientists working on air quality monitoring 
in Mt. Rainier National Park (photo by USGS). 


of a diverse populace in many ways—an essential reference, a 
framework for information discovery, an instrument of educa- 
tion, an aid in research, and an accurate and reliable source for scientific information. 


The USGS and its partners delivered their first new National Atlas products in 30 years during 1998. These 
included: 


- an online, interactive mapping system that allows citizens to make and explore their own maps within 
their favorite Internet browser; 


- information pages on the Internet that describe this project and its opportunities for business partner- 


ships; 
- an interactive mapping engine for the interagency recreation.gov web site; 
- innovative and redesigned National Atlas paper maps; and 


- complete, consistent, and authoritative digital map layers that can be downloaded and used to explore 
information gathered at a national level. 
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Introduction 


The Bureau of Reclamation (Reclamation or BOR) is 
the largest supplier and manager of water in the 17 west- 
ern States, delivering water to 31 million people for ag- 
ricultural, municipal, industrial, and domestic uses. Rec- 
lamation is the nation’s second largest producer of 
hydroelectric power, generating nearly $1 billion in an- 
nual power revenues; its multipurpose projects also pro- 
vide substantial flood control, recreation, and fish and 


wildlife benefits. 


BOR Mission 
"To manage, develop, and protect water 
and related resources in an 


environmentally and economically 
sound manner in the interest of the 
American people." 





Over the past 95 years, Reclamation has developed safe and dependable water supplies and hydroelectric power 
to foster settlement and economic growth in the West. In recent years, Reclamation has moved from develop- 
ment to management of these resources. Reclamation is investing in the future by placing greater emphasis on 
water conservation, recycling, and reuse; developing partnerships with customers, States, and Tribes; finding 
ways to bring competing interests together to address diverse water needs; transferring title and operation of 
some facilities to local beneficiaries; and achieving a higher level of responsibility to the taxpayer. 


Water and Energy Management and Development 


Competition for finite water resources requires maximizing the efficient use of developed water supplies. Greater 
efficiency enhances the delivery of water to existing uses and, in some circumstances, will make water available 
for other water needs consistent with applicable Federal, State, and Tribal law and other requirements. Almost 
29.8 million acre-feet of water was delivered under all contracts in 1998. 


Increasing Water Availability 


Reclamation approved 85 water transfers involv- 

ing approximately 136,000 acre-feet of Central 1998 BOR Budget Authority 
Valley Project water in 1998. Most of these trans- (in millions) 

fers are for agricultural purposes and helped water 


: 5 Permanent Appropriations $37.1 
districts meet short-term water management goals. 







- : 5 Cal Bay Delta Ecosystem $85 
Reclamation is developing a water transfer clear- 


Central Valley Project $24.6 


inghouse to further facilitate efficient water use. 
Loan Program $25.8 


Water and Related 


: < ; Resources $640.5 
Water recycling projects are being constructed or 


studied in Texas, Utah, New Mexico, Arizona, Cali- 
fornia, and Nevada. The reclamation and reuse of 
municipal, industrial, domestic, and agricultural 
wastewater and naturally impaired groundwater and 


Other $86.1 


Policy and Administration $47.6 


\ 
Revolving Funds $58.5 


Total Budget Authority - $1,005.2 


surface water are important ways to extend scarce 
water supplies. 
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The number of districts Reclamation assisted er 
in developing or implementing water conser- 
vation measures increased from 138 in 1997 


to 160 in 1998. 
Completing Projects 


Reclamation completed a total of three water 
supply and energy projects in 1998. All re- 
maining construction on the Bonneville Unit 
of the Central Utah Project, for which Recla- 
mation is responsible, was completed in 1998. 
The Central Utah Project was authorized by 
the Congress in 1956. Construction on the iii siti 
Bonneville Unit features began in 1966. Com- Tracy pumping plant and fish facility (photo by Reclamation). 
pleted facilities include six dams, eight major 

diversion dams, and 65 miles of aqueducts, tunnels, and pipelines. 





Fulfilling Obligations to Indian Tribes 


During 1998, Reclamation provided technical assistance of about $5.5 million to approximately 81 Tribes. For 
example, the Commissioner's office provided emergency assistance to the Pueblo of San Ildefonso (New Mexico) 
to locate a supplemental well to back up their two existing wells that supply domestic water to more than 200 
homes. 


Reclamation participated in Interior’s program to resolve Indian water rights claims through settlement when 
feasible. Reclamation expended approximately $1.3 million for studies and investigations in support of negotia- 
tion and implementation teams, as well as providing leadership and staff support. 


Maintaining and Protecting Water Quality 


Reclamation has several efforts underway to maintain and protect the quality of water in the rivers of the West. 
Under the Colorado River Basin Salinity Control Program, Reclamation began its third bid solicitation process 
for projects to control salinity in the Colorado River Basin under new basinwide authorities, with costs ranging 
from $25 to $35 per ton. The salinity program now has nine projects underway in Utah, Colorado, and New 
Mexico. The program will meet its long-term goal to keep costs below $50 per ton (compared to $70 per ton 
previously). 


Research and Technology Transfer 


The Research and Technology Transfer Program has emphasized activities in the areas of water and environmen- 
tal resources and facilities and infrastructure resources. Partnering with outside entities is an integral component 
of the program. In 1998, the overall program was leveraged approximately 1.3 times through contributions 
from outside partners. Examples of major program accomplishments include development and application of 
database and computer modeling technologies to improve decisionmaking for water resources, award of 19 cost- 
shared contracts to develop more cost-effective methods to desalinate water, and development of unique biocontrol 
pest management methods. 
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Facility Operations 


Currently, Reclamation manages 
and operates 348 reservoirs (with a 
total storage capacity of 245 million 
acre-feet), 59 hydroelectric 
powerplants, and more than 300 
recreation sites. Hydropower genera- 
tion availability of nonseasonal units 
increased from 84.6 percent in 1997 
to 89.7 percent in 1998. The indus- 
try average is 90 percent. 


Facility Maintenance and 
Rehabilitation 





Reclamation’s maintenance and re- Construction of Mni Wiconi rural water project in South Dakota (photo by Reclamation). 
habilitation program is critical to 

preserving Reclamation facilities, meeting Reclamation’s mission, and protecting the Federal investment. Recla- 
mation continues to strive to attain a three percent or lower forced outage rate for Reclamation’s hydropower 
generating units. The percent of time facilities were out of service in 1998 was 1.07 percent, compared to 
2 percent in 1997. 


Throughout the 17 western States, Reclamation has 457 dams and dikes, of which 362 would endanger people 
if a failure occurred. Reclamation places great reliance on dam safety activities to manage these risks. Specific 
dam safety activities include monitoring structural performance, developing and testing emergency plans, train- 
ing dam operators, aggressively inspecting and evaluating facilities to detect developing problems, and imple- 
menting risk reduction modifications. Most of these dam safety activities are funded by the $76.7 million Dam 


Safety Program. 


A new Reclamation Security Officer is working with regional security coordinators to provide program and 
technical guidance to protect the public, employees, and Reclamation infrastructure. In its continuing effort to 
improve and upgrade the security of the Federal facilities and structures it manages, Reclamation expended 
approximately $3 million in security assessments, upgrades, and training for its employees during 1998, as well 
as completing 102 security assessments of its facilities throughout the 17 western States. 


Land Management and Development 


Reclamation manages approximately 8.6 million acres of Federal land, made up of approximately 2.2 million 
acres of acquired land and 5.8 million acres of withdrawn land. In addition, Reclamation has easements on 
another 600,000 acres of land. 


Recreation management activities promote partnerships intended to enable facilities to be turned over to non- 
Federal entities for operation and maintenance and to bring facilities into legal compliance with the Americans 
with Disabilities Act. More than 19 partnerships have been formed with various groups throughout the West to 
improve recreational opportunities. 
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Resource management plans provide a comprehensive framework for managing, developing, and protecting 
water and related resources in a given area, including recreation, fish, and wildlife. Resource management plans 
are being developed in several States, including at least 11 plans in Idaho, Oregon, Washington, New Mexico, 


and Utah. 


Reclamation has 55 properties listed in the National Register of Historic Places, along with approximately 
2,375 unevaluated archaeological and historical sites. 


Fish and Wildlife Management and Development 


In 1998, Reclamation continued to work with the National Fish and Wildlife Foundation to fund on-the- 
ground efforts to recover sensitive plant and wildlife species, restore riparian and wetland habitats, improve 
water quality, control noxious weeds, and conserve endangered fish. The foundation encourages the formation of 
partnerships between Federal agencies, Iribes, local governments, non-profit organizations, and individual land- 
owners to accomplish this work. 


Reclamation contributed $1.4 million during 
1998 to help fund a variety of conservation 
projects. Reclamation’s funds were matched by 
non-Federal challenge funds and contributions 
from other Federal agencies. 


Watershed management studies have been under- 
way in many watersheds throughout the West for 
several years. For example, the State of California 
and Federal Government Bay-Delta Program 
(CALFED) process is developing a strategy that 
would deliver water for agricultural and urban 
needs while also providing adequate supplies for 
the environment, including the needs of fish, wild- 
life, and endangered species. The Bay-Delta Ad- 
visory Council provides an equal role for repre- 
sentatives from the environmental community, 





Reclamation employees volunteered to participate in CAST (Catch a Special 
Thrill) program for kids (photo by Reclamation). 


water users, and people from the business com- 
munity. 


Efforts continued on the Lower Colorado River Multi-Species Conservation Program. Several Federal and non- 
Federal entities entered into an agreement in 1997 to cooperate in seeking solutions that will help accommo- 
date water, power, and environmental needs on the Lower Colorado River. The program will address approxi- 
mately 100 species and their habitats, including aquatic, wetland, riparian, and upland environments. 
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Minerals Management Service Highlights 





Introduction 


The Minerals Management Service (MMS) manages the 
Nation’s natural gas, oil, and other mineral resources on MMS Mission 
the Outer Continental Shelf (OCS), and collects, ac- | 
counts for, and disburses revenues from offshore Federal 
mineral leases and onshore mineral leases on Federal and 
Indian lands. Although it is a relatively small bureau 


"To manage the mineral resources on 
the Outer Continental Shelf in an 


environmentally sound and safe manner 
and to timely collect, verify, and 
distribute mineral revenues from 


. . . . - 1 / fe Us 
major economic and energy benefits to the Nation, its Federal and Indian lands. 


taxpayers, the States, and the Indian community—ben- 
efits that have both national and local significance. 


(approximately 1,700 employees located in 20 cities 
across the United States), activities of the MMS provide 





Since 1982, approximately $98 billion in revenues from mineral activities on Federal lands has been distributed 
by the MMS to the U.S. Treasury, States, Tribes and Indian allottees. A portion of the revenues distributed to 
the U.S. Treasury goes into accounts that support the Land and Water Conservation Fund. The largest recipient 
of funds collected by the MMS is the General Fund of the U.S. Treasury. Since 1982 the Treasury has received 
over $61 billion in MMS collections. 


The OCS continues to play a significant role in our Nation’s energy picture. The MMS administers 42 million 
acres of the OCS under lease, which supplies approximately 27 percent of the natural gas and approximately 20 
percent of the oil produced in the United States. As of the end of 1998, the OCS had produced about 133 
trillion cubic feet of natural gas and about 12 billion barrels of oil. It is projected that production will continue 
to increase dramatically, resulting in hundreds of millions of dollars annually for the U.S. Treasury. 


While development of offshore mineral resources has already meant billions of dollars in revenues to the United 
States, the MMS is extremely concerned with safety and environmental concerns—striving to provide domestic 
energy while protecting sensitive coastal and marine environments. 


Fiscal Year Disbursements | : 
to Hf U.S. Treasury 998 MMS TEE Authority 
(in billions) (in millions) 


Oil Spill Research 
0.8% $6.1 











100 ee 


‘is hb 


82 83 84 85 86 87 88 89 90 91 92 93 94 95 96 97 98 











Royalty and Offshore 
Minerals Management 
18% $137.5 








Permanent Trusts 
71.8% $548.7 


spereat | wrasse 
9.4% $71 








Total Budget Authority - $765 
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Managing for Results (Program and Mission Goals) 


The MMS has identified two major programmatic goals, called “Goal Categories”, which are directly linked to 
its mission and are based on legislative mandates. The two Goal Categories are to (1) provide for safe and 
environmentally sound mineral development on the OCS and ensure that the public receives fair value, and (2) 
provide timely, accurate, and cost-effective mineral royalty collection and disbursement services. These Goal 
Categories, in turn, support the goals of the Department, reflect stakeholder input, and provide a framework for 
MMS operations. 


Ensuring safe Outer Continental Shelf mineral development 


The MMS inspects drilling and production facilities using both annual and unannounced inspections, requires 
that offshore workers receive adequate training on safety and pollution prevention operations, participates as a 
member of an industry effort to promote voluntary use of Safety and Environmental Management Plans (SEMPs), 
participates in the International Regulators Forum, holds Annual Performance Reviews with offshore industry 
operators, and reviews and approves many of the actions required by industry to explore and develop resources. 
The MMS operates a civil penalty program to deal with operators who do not comply with safety requirements. 


During 1998, MMS encouraged and assisted OCS operators in developing and implementing the Safety and 
Environmental Program to reduce the risk of accidents and pollution from OCS operations by incorporating 
safety management practices into all facility activities, and by establishing clear safety goals and management 
tools for achieving them. The MMS also worked with industry to develop SEMP performance measures and 
conducted two outreach workshops. 


Ensuring environmentally sound OCS mineral development 


The MMS contracts for studies and research needed to make informed environmental decisions about OCS 
activities. This research is coordinated with others involved in or impacted by OCS activities (coastal States, 
U.S. Geological Survey, U.S. Fish and Wildlife Service, National Oceanic Atmospheric Administration, and 
National Marine Fisheries Service). Staff perform environmental assessments at both pre-lease and post-lease 


stages. During 1998, the MMS: 


¢ Developed and implemented a deep water environmental strategy consisting of a comprehensive set of 
initiatives, such as environmental studies of deep water issues, technical papers on deep water technology, 
and an environmental assessment of potential deep water impacts. These efforts were aided a $4 million 
budget increase and industry cooperative support in planning and co-funding deep water spill research. 


¢ Played a key role in the Federal government’s International Year of the Ocean (YOTO) initiative. The 
YOTO provides governments, organizations, and individuals an opportunity to raise public awareness of 
the role the ocean plays in our lives and to initiate changes needed to sustain marine resources. The MMS 
was named as one of the four Federal members of the public-private sector YOTO Steering Committee and 
had the lead on writing the interagency YOTO discussion paper, “Ocean Energy and Mineral Resources.” 


* Researched the development of day/night airborne detection devices for spills. These devices have the po- 
tential to provide the Nation with advanced oil spill response capabilities for ocean and shoreline cleanup. 
The oil spill financial responsibility rule was completed and approved. This rule is critical to ensuring that 
financial resources are available to respond to a major spill and mitigate the impacts. 
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The long-range trend in oil spillage over 
the last three decades is one of dramatic 
improvement. During most of the last 20 
years, the annual spill ratio has hovered 
around a mark of 5-10 barrels for every 
1,000,000 barrels handled on the OCS. 
Larger spills on the OCS have become very 
infrequent and in most cases are due to 
circumstances beyond the agency's con- 
trol (e.g., hurricanes or anchor dragging). 


Ensuring that the public receives 
fair value for OCS mineral 
development 





Oil rig (photo by Minerals Management Service). 


The MMS acquires geologic and geophysi- 

cal data on Federal lands for the cost of reproduction. This data is the basis for resource assessments, royalty 
relief determinations, Environmental Impact Statement preparation, and other management decisions. A major 
effort has been to convert older geologic and geophysical data into digital format in order to be usable with 
3-D seismic workstations. The MMS also incorporates this data into its mathematical and statistical models for 
determining fair market value, information on economics, petroleum engineering, and improvements in devel- 
opment technologies. In 1998: 


¢ Three OCS oil and gas lease sales were held in the Central Gulf of Mexico, the Beaufort Sea, and the 
Western Gulf of Mexico. These leases had over $1.3 billion in high bids. 


¢ New procedures for ensuring receipt of fair market value on OCS oil and gas leases were fully implemented. 
These changes, which included a number of new rules for acceptance of selected tracts, were made following 
a review of bidding activity in OCS sales. The new bid rules rely on market-determined factors to ensure 
receipt of fair market value. 


Providing for mineral development on the OCS 


To meet its mandated mission to provide domestic energy sources, the MMS prepares and maintains a five-year 
leasing program that determines the size, timing and location of leasing activity including all associated pre- 
and post-sale actions to best meet national energy needs. Extensive consultation with other Federal agencies, 
States and local governments, and other concerned parties is required throughout the entire five-year and 
individual sale processes. During 1998, the MMS provided staff support to negotiate a continental shelf delimi- 
tation agreement to establish the boundary between the United States and Mexico in the Gulf of Mexico 
beyond the Exclusive Economic Zone (EEZ). Three joint surveys of appropriate boundary points were con- 
ducted during the summer of 1998. The EEZ encompasses an area that extends 200 nautical miles from the 
Nation’s shores in which the United States has “exclusive control” over all maritime activities, and natural and 
mineral resources. 
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Improving the timeliness and accuracy of payments to recipients 


The MMS is committed to ensuring that all revenue due is paid on time. On-time disbursements are those 
made by the end of the month following the month of receipt as mandated by statute. However, MMS manag- 
ers have set a re-engineering “stretch” goal to provide the revenue recipients with access to their money within 


24 hours after MMS receives the funds. 
Improving the cost effectiveness of mineral royalty collection and disbursement services 


The MMS is committed to improving the cost effectiveness of its royalty management services by increasing 
electronic transmission of information and payments. During 1998, approximately 50 percent of the Royalty 
Management Program's production and 80 percent of its royalty data were submitted electronically. The MMS 
has also aggressively pursued greater electronic reporting by publishing a proposed rule in April 1998 that 
mandates 100 percent electronic reporting. The MMS plans to issue the final rule in 1999, and will amend the 
proposed rule to include hardship exclusions. 


Improving reporters’ compliance with lease terms, rules, regulations, and laws 
9 b 9 


The MMS ensures reporters’ compliance by identifying non-payments or late payments of bills, training indus- 
try staff on all reporting requirements, and auditing leases and company records. During 1998, the MMS: 


* Reengineered a new royalty management design concept to provide a better understanding of properties, 
markets served, and the production environment, and to increase confidence in the accuracy of royalty 
payments. 


¢ Began pilot testing of “Royalty-in-Kind” (RIK). Under RIK, the Federal government takes its share of 
minerals produced on Federal lands as a share of the actual product rather than as a cash royalty that is a 
percentage of sales value. RIK is an innovative, but still unproven, approach to Interior's responsibilities 
that has been under active consideration by the MMS since 1994. The MMS began developing three pilots 
to test RIK: (1) a crude oil pilot in Wyoming, (2) a small natural gas pilot with the State of Texas for leases 
in which the United States and Texas share revenue, and (3) a larger natural gas pilot in the Gulf of Mexico. 
In July 1998, the MMS issued an Invitation for Bid to accept crude from certain leases in Wyoming and 
announced the accepted bidders in August. 


Providing Indian Tribes with increased opportunities for education and for assuming 
functional responsibilities with respect to the Royalty Management Program 


Educational opportunities include participating in the royalty internship program, taking part in joint audit 
work, or accessing online royalty data. Assumption of functional responsibilities includes participation in the 
co-op audit program and entering into self-determination or self-governance contracts. During 1998, the MMS 
offered a number of opportunities, including monitoring royalties and accounts on-line, learning the royalty 
collection processes through a new internship program for tribal employees, and handling royalty audit work 
through cooperative agreements. All of these efforts are aimed at helping Tribes prepare to assume royalty 
management services. 
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Introduction 


The Office of Surface Mining Reclamation and Enforce- 
ment (OSM) ensures that coal mines are operated in a OSM Mission 
manner that protects citizens and the environment dur- 


"To carry out the requirements of the 
Surface Mining Control and 


ing mining, that the land is restored to beneficial use 
following mining, and that the effects of past mining are 


Reclamation Act (SMCRA) in 


mitigated by aggressively pursuing reclamation of aban- 
cooperation with States and Tribes." 


doned coal mines. The Surface Mining Control and Rec- 
lamation Act (SMCRA) provides the means for restor- 





ing abandoned coal mines through collection of a 
tonnage-based reclamation fee assessed on current coal 
production. 


Currently, 24 States have regulatory programs in place and OSM continues to work with Indian Tribes to 
enable them to assume primacy. Twenty-three States and three Tribes administer approved abandoned mine 
land reclamation programs. These primacy States are successfully implementing their approved regulatory pro- 
grams. OSM’s role has evolved to establishing policy direction and guidance, providing grants to primacy States 
and Tribes, conducting oversight activities in accordance with SMCRA, and administering and operating pro- 
grams on Federal and Tribal lands and in States that have not assumed primacy. 


Abandoned Mine Lands 


Abandoned Mine Land (AML) reclamation programs allow OSM to aggressively accelerate the restoration of 
abandoned mine sites adversely affected by past coal mining practices. These abandoned mine sites pose signifi- 
cant threats to human safety. OSM directs grants to State and Tribal programs and Federal high-priority projects 
that support the President's Clean Water Action Plan. States and Tribes use AML funds to address environmen- 
tal problems at abandoned coal mine sites resulting from past coal mining practices. 


Funds for Mine Reclamation 
1998 OSM Budget Authority 

OSM’s 1998 budget authority was $273 million. This (in millions) 

budget enables OSM to support the States’ mining 

programs by matching their regulation and enforcement abandoned Mine 


Reclamation Fund 


costs dollar for dollar. It also pays 100 percent of the 65.1% $177.6 





cost for restoring abandoned mines that were left 
unreclaimed before the SMCRA was passed in 1977. 
Punds for reclaiming abandoned mines come from ton- 
nage-based reclamation fees paid by America’s active Eevee 


(—— Technology 
34.9% $95.4 


coal mines. 


Total Budget Authority - $273 
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Partnerships 


OSM is continuing its efforts to establish partnerships to improve and increase outreach efforts that allow full 
participation from its stakeholders in addressing common problems. These initiatives will assist OSM in forging 
a bond and partnership with stakeholders that will endure well into the 21st century. OSM is focusing on 
several new approaches in implementing the SMCRA. These initiatives include increased emphasis on the 
Appalachian Clean Streams Initiative to facilitate State and local coalitions to clean up acid mine drainage and 
improve the environment and quality of life for coalfield citizens. Through this initiative, approximately 80 
State and Federal agencies, local soil and water conservation districts, national conservation organizations, pri- 
vate foundations, and coalfield residents have formalized their commitment to work together through a State- 
ment of Mutual Intent. 


In 1998, OSM continued to work with stakeholders to improve the surface mining program. Improvements 
included developing new environmental policies and procedures that provided benefits to coal field citizens, 
enhanced the environment for all Americans, and provided economic support to the coal industry. In addition, 
OSM and the States significantly revised OSM’s approach to program oversight—instead of emphasizing a 
review of processes, OSM began focusing on measures and on the ground results. As a result of this management 
initiative, the OSM/State team received the prestigious Vice President’s National Performance Review Hammer 


Award. 
Customer Service 


In 1998, OSM continued to increase its outreach efforts to work with all its stakeholders in an open-minded 
collaborative manner. In January 1998, OSM sponsored the Federal Coal Symposium in Washington D.C. This 
symposium was the largest event OSM has ever sponsored, as over 250 individuals attended, including stake- 
holders from government, industry, and environmental and citizens groups. The symposium served as an infor- 
mation sharing opportunity to foster a mutual understanding of current Federal programs affecting the coal 
industry and the remediation problems stemming from past coal mining practices. Additionally, OSM spon- 
sored regional symposiums in each of its three regions to accommodate stakeholders in those parts of the 
country. 


OSM held public meetings in Washington, D.C. and at 27 separate sessions in various coal field locations across 
the country to explain its fiscal year 1999 budget and to solicit stakeholders’ views on the fiscal year 2000 
budget submission. These meetings allowed attendees to gain additional knowledge about OSM program goals 
and available resources. 


Government Performance and Results Act 


The GPRA requires agencies to improve planning, eliminate duplicative processes, and involve stakeholders. 
Although it is a small bureau, OSM is in a perfect position to lead such coordinating/transfer endeavors. OSM 
deals with State and Federal agencies, administers Federal and private lands, reclaims and protects diverse sites, 
and enhances technology transfer among many constituents. 


Goal: Better Abandoned Mine Land Reclamation - \n 1998, 7,201 acres of land and water were reclaimed. 
While this is a shortfall of 799 acres from the annual goal of 8,000 acres, it represents an increase of 401 acres, 
or 5 percent, over 1997. In addition, more than 19,000 acres of pre-1977 abandoned mine waste piles have 
been restored to productive use. Over 2.7 million linear feet of dangerous cliff-like high walls have been elimi- 
nated, and more than 20,000 dangerous abandoned portals and hazardous vertical openings have been sealed. 
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The Office of Surface Mining experienced 
continuing success with the Appalachian 
Clean Streams Initiative, although the num- 
ber of projects started in 1998 decreased 
compared to 1997. State funding for 
projects also decreased, from $4 million in 
1997 to approximately $2.5 million in 
1998. Several States were unable to finance 
new projects with their smaller 1998 allot- 
ment; consequently, some States used their 
1998 Appalachian Clean Streams grants to 
continue or expand prior year projects. 


Goal: Better Protection - Protecting people, 
property, and the environment is measured 
by the number of times incidents occur out- 
side the boundaries of the permitted areas 
being mined. These are known as offsite im- 
pacts and the goal is to have no incidents 
occur. In 1998, 93 percent of the mine sites 
were free of offsite impacts. In the future, 
OSM will be working with States, Tribes, 
and the coal industry to strive for, and main- 
tain, a minimum number of occurrences. 





The OSM is also measuring protection of 


the environment and people by paiaeal that Before and after photos show the successful results of OMS’s Cane Creek 


the land currently being mined is properly project (Walker County, Alabama). This project started in July 1997 and was 
completed in April 1998. Twenty miles of stream were improved, 20 acres of land 
‘ were graded and reshaped, a pond dam was re-established, and portal and 
acreage of land that is released every year by vertical openings were closed (photo by OSM). 

active coal mine operators. This is accom- 


plished through a series of bond releases. In 1998, OSM and the States released 74,237 acres from Phase | 
bonds, 70,943 acres from Phase II bonds, and 85,301 acres from Phase II bonds. 


reclaimed. This performance measure is the 


Goal: Better Operations - The Office of Surface Mining’s financial statements were free of any material weak- 
nesses concerning fee compliance, revenue, and grants management services as audited by the Office of the 
Inspector General. In light of its $273 million budget and the estimated $1.3 billion Abandoned Mind Land 
Fund it administers, OSM is proud of this accomplishment. This is the eighth year in a row that OSM has 
received an unqualified audit opinion on its financial statements. 


The Abandoned Mine Land Fund, which is financed by the coal industry, provides funding to reclaim mined 
lands left abandoned prior to 1977 and eliminate emergency situations that arise from past mining practices. 
In 1998, a major portion of these funds provided for the reclamation of 7,201 hazardous acres of abandoned 
mine land, thus preventing injury to people and minimizing property damage. 


In 1998, over 99 percent of coal companies required to report coal tonnage sales under the SMCRA fully 


complied with reporting requirements. The Office of Surface Mining will continue to work closely with coal 
companies to ensure that this high level of performance is maintained in the future. 
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Introduction 


Departmental Offices provide the executive-level lead- 


ership, policy, guidance, and coordination needed to Departmental Offices Mission 





manage the diverse, complex, and nationally significant 
programs entrusted to the Department of the Interior. 


"To provide the executive leadership, 
policy, guidance, and coordination needed 
to manage the diverse, complex, and 
nationally significant programs which are 

the Department's responsibilities. " 







The Secretary of the Interior is responsible for ensuring 
that the diverse programs and priorities of the Depart- 
ment are conducted effectively and efficiently in accor- 
dance with Presidential and Congressional direction. 
Accordingly, the Secretary of the Interior provides executive-level leadership from the Secretary's Immediate 
Office. The Secretary coordinates among Interior’s nine bureaus and manages significant Departmental initia- 







tives through programmatic Assistant Secretaries. 


The Assistant Secretary offices are responsible for coordinating activities among bureaus with related, or at times 
conflicting, missions to ensure that programs are carried out efficient and that critical concerns are addressed in 
a timely manner. The Department has five Assistant Secretaries: (1) the Assistant Secretary for Land and Min- 
erals Management is responsible for programs administered by the Bureau of Land Management, the Minerals 
Management Service, and the Office of Surface Mining Reclamation and Enforcement; (2) the Assistant Secre- 
tary for Water and Science sets Departmental policy for and provides oversight to the programs of the Bureau of 
Reclamation and the U.S. Geological Survey; (3) the Assistant Secretary for Fish and Wildlife and Parks provides 
overall policy direction to the National Park Service and 
the U.S. Fish and Wildlife Service; (4) the Assistant 
Secretary for Indian Affairs is the lead official within 
the Executive Branch on Indian matters; and (5) the 
Assistant Secretary for Policy, Management, and Bud- cog oa tudes 
get, provides policy guidance for Interior’s administra- pce 

tive activities such as finance, information services, pro- 


1998 Departmental Offices Budget Authority 


(in millions) 


Assistance to Territories 
10.4% $156.5 








Compact of Free 


curement and acquisition, human resources, and PS SUEZ Ng 


budgeting. 


Departmental Offices also provide support services used —_ Departmental 


Management 


by the bureaus to accomplish their work. These include = 79%81"82 
legal services through the Solicitor’s Office, the audits 


Everglades 
Restoration Fund 
35.3% $532 


and investigations of the Inspector General, environ- 14! Budget Authority - $1,505.3 
mental damage assessments, administrative hearings and 


appeals, and aviation and air safety services. 


The Departmental Offices also includes two other significant programs: the Office of Insular Affairs (OIA), 
which provides for all insular assistance, and the Office of the Special Trustee for American Indians (OST), 
which manages and discharges the Secretary's responsibilities for the $3 billion in trust funds for American 
Indians. 
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Collaborative Projects and Major 
Initiatives 


In 1998, the Departmental Offices continued to guide 
Interior's efforts to restore the environment, protect 
our natural resources, promote tribal sovereignty, and 
use sound science to make informed management de- 
cisions. 


Major accomplishments spanning the various program- 
matic areas included completion of significant land ac- LL 
quisition and consolidation efforts in sensitive areas of Protecting sea turtle nests (photo by FWS). 





several Alaska parks, including acquisition of the his- 

toric Kennecot mining property; establishment of the Global Disaster Network to provide real-time informa- 
tion to develop response strategies during times of natural disaster; and completion of the purchase agreement 
with The St. Joe Company and The Nature Conservancy for the acquisition of approximately 50,000 acres of 
Talisman Sugar Corporations lands within the Everglades Agriculture Area. Other accomplishments included: 


National Wildlife Refuge System Improvement Act in 1998: The Department and the Congress worked together 
in a bipartisan effort to implement the Act during 1998. This landmark legislation provided a clear “wildlife 
first” mission to ensure that the 516 refuges covering over 93 million acres are managed as a national system of 
related lands, waters, and interests for the protection and conservation of our Nation’s wildlife resources. 


Endangered Species Act: The Department continued to aggressively implement a more effective Act during 
1998 by strengthening partnership activities with other public agencies and private interests; by expanding the 
involvement of private landowners in habitat restoration and species recovery; by using candidate conservation 
agreements to keep species off the threatened and endangered list; by developing Habitat Conservation Plans to 
allow economic development to proceed while protecting species on private lands; and by implementing multi- 
species recovery plans. Proof that the Act is working came on May 6, 1998, when the Secretary of the Interior 
proposed that 29 species (or segments of species) be removed from the list or reclassified from endangered status 
over the next two years. Twenty-one of these delistings/reclassifications, including the American peregrine fal- 
con, the bald eagle, the Columbia white-tailed deer, and the gray wolf, are due to successful recovery efforts 
implemented under the Act. 


Northwest Forest Plan: The President’s plan has allowed for sustainable timber production on Federal lands 
while protecting critical wildlife, fish, cultural resources, aquatic and riparian systems, and socioeconomic re- 
sources. Managing scientific information databases and providing access to them has been a major focus over the 
past year. Through a partnership with Microsoft Corporation, the U.S. Geological Survey has provided the data 
to establish TerraServer, a web site containing satellite images of the earth. In two months of its availability 
online, this web site has received over one million hits worldwide. 


Restoring Ecosystems: Over the last five years the Administration has implemented three large-scale restoration 
efforts using new methods, partnerships and renewed public participation. This past year has seen continued 
progress in restoring three priority watersheds: California's Bay-Delta, the largest estuary on the west coast of 
North America; the Florida Everglades, to restore natural water flows; and the forests of the Pacific Northwest, 
to replenish trout, coho, chinook, and sockeye salmon. All these areas will require continued support to protect 
their vitality for future generations. 
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Clean Water and Watershed Restoration: Over the last 
25 years, the Clean Water Act has stopped billions of 
pounds of pollution from flowing into the Nations’s 
rivers, lakes, and streams, and has doubled the num- 
ber of waterways that are safe for swimming and fish- 
ing. Yet despite this significant progress, there is still 
much to be done to fulfill our national commitment 
to protect the Nation’s waters. Under the Clean Water 
and Watershed Restoration Initiative, Interior has taken 
the lead to ensure healthy aquatic systems in all the 
national watersheds. Together with the Department of 





i ae ee 


Agriculture, Environmental Protection Agency, and Cycwesanere anges nana grower i Prey 

other Federal agencies, we are developing cooperative 

partnerships with States, local governments, and the 

public. To ensure community-based watershed management, Interior is enhancing partnerships with State and 
local agencies, tribal governments and local communities to protect water quality on a watershed basis. Interior 
is also developing a strategy for ensuring that its public lands are national models and laboratories for effective 


watershed planning and control of polluted water. 


In addition, the Department has pursued initiatives to improve and streamline operations to better support 
mission objectives. Such initiatives include: 


Investing in Maintenance: Interior's public buildings, structures, and other facilities represent a major invest- 
ment in tax dollars. Ensuring that maintenance and repair of such facilities is funded and implemented effi- 
ciently and effectively is an important element in protecting that investment. Inadequately funded maintenance 
due to reduced budgets, diversion of maintenance funds for emergency responses, and competition for resources 
from other program needs has led to accelerated facility deterioration. In 1998, Interior completed the first 
Departmentwide review of facilities maintenance needs and the increasing amount of deferred maintenance. 
The report, entitled, “Facilities Maintenance Assessment and Recommendations’, was teleased to the Congress in 


February 1998. 


Responding to a call for action by Congress, the Department also developed a five-year plan that provides a 
framework for improved planning and management for maintenance and construction programs, and that 
better defines accumulated deferred maintenance funding needs. In developing the five-year plan, the Depart- 
ment established uniform criteria for critical health and safety and resource projects, and, using rigorous screen- 
ing, prioritized the projects based on these criteria. Maintenance and construction projects in the five-year plan 
are ranked in accordance with established criteria, with greatest emphasis applied to deferred maintenance 
needs in critical health and safety and resource protection. A Departmental Deferred Maintenance Working 
Group developed the strategy and guidelines for tracking deferred maintenance and for improving the manage- 
ment of maintenance and construction funds. 


For the first time, the Department is using standard definitions for facilities terms and data and, as a result, will 
be able to present more consistent and credible descriptions of its maintenance and construction needs, capital 
investments, goals, and priorities. Data developed during formulation of the plan and through the annual 
updates will provide a greatly improved foundation for making facilities management decisions. Rather than 
being a static plan, the five-year plan will be updated annually to reflect changes as priority projects and new 
needs are identified. 
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Historic Preservation: The celebration of the turn of the century is a true commemoration of our democracy, 
our rich history, and our unequaled diversity. It is an opportunity to showcase the preservation of the icons of 
American history and culture for ourselves and for the world. There are a compelling number of documents, 
sites, structures, and objects of natural scope and significance, regardless of ownership, that need immediate 
preservation attention. Recognizing that the material culture of our Nation is the touchstone of our history, 
Interior is working hard to preserve this rich fabric of America’s heritage, ensuring that the citizens of the 21st 
Century have the same opportunity that we did to observe and enjoy the archaeologic and historic ruins in the 
Southwest, objects gathered by the Lewis and Clark expedition, and the laboratory of Thomas Edison, among 
other American treasures. 


Implementing the Government Performance and Results Act (GPRA): Accountability begins with a clear under- 
standing of our mission and a plan to achieve that mission. In 1997, Interior published its first strategic plan 
under the Government Performance and Results Act, and in February of 1998 the Department submitted its 
first annual performance plan to Congress along with the President's budget. That plan included performance 
measures for the Department as well as for individual bureaus within the Department. 


The Department has learned over the past year the importance of a clear focus in the plan. Our strategic plan 
has been streamlined from its original 10 common themes to 5 general goals: (1) protecting the environment 
and preserving our Nation’s natural and cultural resources; (2) providing recreation for America; (3) managing 
natural resources for a healthy environment and a strong economy; (4) providing science for a changing world; 
and (5) meeting our responsibilities for American Indians. Interior is now measuring performance in each of 
these areas. 


Building a Diverse Department: During the past year, the Department developed a strategic plan to improve its 
workforce diversity. The vision of the plan is to establish a Departmental workforce that is reflective of the 
Nation at all levels and in all occupations; a workplace where the quality of work life is valued, where there is an 
environment open and accepting of individual differences, and where all employees are encouraged to maximize 
their potential and to exhibit a commitment to provide quality service to customers. Inherent in this five-year 
plan is the understanding that managing for diversity entails a comprehensive process for developing a work- 
place environment that is productive for all employees. Building a truly diverse Department is essential if we are 
to meet the demands of our mission into the next century. Progress in implementing the plan will be measured 
over the years to come. 


Addressing Year 2000 Computer Issues: Much has been written about the impending disaster that will befall 
organizations—both public and private—whose computer systems treat a double zero in the “date field” as 
signifying the year 1900 rather than 2000. Given our reliance on computers, the failure of systems to operate 
properly can mean anything from minor inconveniences to major problems. The dimensions of this challenge 
are enormous, but we are well on the way to resolving these issues for the Department. We have corrected and 
tested 97 percent of our mission critical systems and expect to complete the remaining systems by March of 


1992, 


Streamlining Administrative Support: Streamlining administrative support is critical for ensuring that program 
managers are able to focus their efforts on mission goals. During fiscal 1998, the Department initiated actions 
to merge the Interior Service Center, the Washington Administrative Service Center and the Denver Service 
Center into one consolidated operation, the National Business Center. This operation should provide support 
to the Department, its bureaus, and other customers in the most efficient manner possible. The Department is 
also moving aggressively to consolidate its travel, purchase, and fleet charge card support under a new relation- 
ship with NationsBank. 
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Creating a Quality Workplace: The quality of the workplace is critical if employees are to do their jobs effectively 
and efficiently. The Office of the Secretary is providing leadership in this area by setting an example of what is 
possible with limited resources. During 1998, the Department created a quality of life task force and estab- 
lished a series of projects to improve the quality of the workplace. In Washington D.C., the Main Interior 
Building health room was reopened to provide employees with easy access to health care, the rooftop terrace was 
opened so that employees can enjoy the spectacular view of the city during warmer weather, and the gym was 
renovated in cooperation with the Interior Department Recreation Association. In addition to these improve- 
ments, all bureau and office heads were requested to develop quality of life plans for their offices around the 
country. All employees, regardless of their duty station, are entitled to a safe and satisfying work environment. 


Office of the Special Trustee for 
American Indians 


American Indian Trust Funds 
(as of September 30, 1998) 


The Office of the Special Trustee for American Indians 

was authorized by the American Indian Trust Funds 84% $28 ition 
Management Reform Act to provide for more effective 
management of, and accountability for, the proper dis- 
charge of the Secretary’s trust responsibilities to Ameri- 
can Indian Tribes and individual Indians. The Special 
‘Trustee is charged with general oversight responsibili- 
ties for Indian Trust asset reform efforts Departmentwide 
to ensure the establishment of policies, procedures, sys- 
tems, and practices that enable the Secretary to effec- 
tively discharge his trust responsibilities. 







300,000 Individual 
Indian Monies 
16% $479 million 


The Office of Trust Funds Management (OTFM), under the direction of the Office of the Special Trustee, 
manages all trust activities associated with the receipt, accounting, investing, and disbursal of funds for Ameri- 
can Indians and Alaska Natives in accordance with public laws, regulations, policies, and procedures. There is a 
constant value of approximately $2.9 billion held in trust on behalf of approximately 300,000 American Indian 
Tribes and Individual Indian Monies (IIM) accounts. The Individual Indian Monies Fund is primarily a deposit 
fund for individuals as well as estates that have a Federal fiduciary interest. A major portion of the Tribal Fund 
consists of judgement awards while HM Fund income is derived from royalties on natural resource depletion, 
land use agreements, enterprises having a direct relationship to the trust resources, per capita payments, and 
investment income. The assets held in trust for American Indians are owned by the trust beneficiaries and are 
not Federal assets. 


Indian Trust reform efforts received continued emphasis during 1998. In November 1997, the Department 
submitted its final report detailing its recommendations on settling disputes of tribal trust fund accounts. The 
Department recommended a legislative approach that uses information dispute resolution mechanisms. The 
Administration forwarded legislation implementing the Department’s recommendations on April 23, 1998. In 
July 1998, the Department completed its high-level implementation plan to resolve the decades-old Indian 
Trust Funds problems. This plan emphasizes acquisition of proven private sector trust management systems. 


The Department recently awarded a contract to provide trust accounting services. The contract will provide a 


commercial off-the-self accounting system to manage the approximately 300,000 individual Indian accounts 
and 1,700 tribal accounts. 
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Office of Insular Affairs 


The functions and responsibilities of the Secretary of the Interior for U.S.-affiliated insular areas are delegated to 
the Office of Insular Affairs. These insular areas include the U.S. Virgin Islands, Guam, American Samoa, the 
Commonwealth of the Northern Mariana Islands, the Republic of Palau, the Republic of the Marshall Islands 
the Federated States of Micronesia. The deteriorating economic and fiscal environment in the islands is a major 
concern. The U.S. Virgin Islands have not recovered from the devastation of Hurricanes Hugo and Marilyn, and 
were impacted again this year by Hurricane Bonnie. The Virgin Islands government ended 1997 with an 
annual operating deficit of $138 million and an anticipated annual operating deficit for 1998 of $101 million. 
The Virgin Islands currently owe the Federal Emergency Management Agency $185 million and have recently 
issued a $541 million bond to refinance long-term debt. American Samoa faces similar financial problems, only 
to a lesser degree. Its accumulated deficit is now more than $30 million, nearly half of its annual operating 
budget. Guam and the Northern Mariana Islands, along with the Federated States of Micronesia are all highly 
dependent on tourism from the Asian markets. They have been significantly impacted by the recessions in Japan 
and Korea. The Marshall Islands and the Federated States of Micronesia remain highly dependent on United 


States program and financial assistance under the Compacts of Free Association. 


In 1998, a great deal of attention was given to the brown tree snake control program when the Secretary 
announced this as a major Departmental priority. The brown tree snake is a non-indigenous predator acciden- 
tally introduced into Guam that has caused extraordinary ecological and economic impacts. Dispersal of the 
snake to Hawaii or other insular areas could result in even greater impacts. Consequently, the Department 
increased significantly the budget for the program from $600,000 in 1997 to $1.6 million for 1998. 


Office of the Solicitor 


The Office of the Solicitor provides legal advice and counsel to the various offices and bureaus of Interior. In 
1998, the Office issued important legal opinions that addressed, among other things, the Secretary’s authority 
under the National Park Service Organic Act to protect park resources and values against threats from activities 
taking place outside park boundaries; played a key role in efforts to restore watersheds and andadromous fish 
species nationwide; and successfully defended in litigation the Secretary's wilderness reinventory program in 
Utah, the Secretary's grazing regulations, and oil and gas drilling off the coast of North Carolina pursuant to the 
Outer Banks Protection Action. 


Office of Inspector General 


The Office of Inspector General’s mission is to conduct audits and investigations relating to programs and 
operations of the Department. These audits and investigations are intended to promote economy, efficiency, 
and effectiveness in the administration of the Department's programs; to detect and prevent fraud, waste, and 
abuse in programs; and to keep management and the Congress fully currently informed about problems and 
deficiencies relating to the administration of the Department’s programs. In 1998, the Office of Inspector 
General issued or processed 507 audit reports and negotiated 207 indirect cost proposals. Monetary findings in 
these audit reports and indirect cost proposals totaled $305 million, which was composed of questioned costs, 
funds to be put to better use, and lost or potential additional revenue. The Office also conducted investigations 
that resulted in 37 indictments, 23 convictions, and criminal/civil financial recoveries of $45 million. 
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AML 
BIA 
BLM 
BOR 
CALFED 
CAST 
CERCLA 
CFO 
CSRS 
CITES 
CNMI 
COTS 
DCIA 
EEZ 
ER 
EPA 
FACE 
FASAB 
FBU 
FERS 
FFMIA 
FMFIA 
FIE 
FWS 
GAO 


GPRA 
HCP 
I&E 
IIM 
IPM 
IRR 
ISEP 
LCS 
MCAF 
MMBF 
MMS 
NEPA 
NFHS 
NOAA 
NPS 
NWRS 
OCS 
OIA 
OIG 
OMB 
OPA 
OSM 
OST 


OTFM 
PILT 
PP&E 
RIK 
SEMP 
SFFAS 
SMCRA 
TCCC 
TPA 
USGS 
U.S.C. 
WSU 
WWW 
Y2K 
YOTO 


Glossary of Acronyms 


Abandoned Mine Lands 

Bureau of Indian Affairs 

Bureau of Land Management 

Bureau of Reclamation 

State of California and Federal Government Bay-Delta Program 
Catch a Special Thrill 

Comprehensive Environmental Response, Compensation, & Liability Act 
Chief Financial Officers Act 

Civil Service Retirement System 

Convention on International Trade in Endangered Species 
Commonwealth of the Northern Mariana Islands 
Commercial Off the Shelf 

Debt Collection Improvement Act of 1996 
Exclusive Economic Zone 

Electronic Funds Transfer 

Environmental Protection Agency 

Family and Child Education Program 

Federal Accounting Standards Advisory Board 
Funds Put to Better Use 

Federal Employees Retirement System 

Federal Financial Management Improvement Act 
Federal Managers’ Financial Integrity Act 
Full-Time Equivalent 

Fish and Wildlife Service 

General Accounting Office 

General Electric 

Government Performance and Results Act 
Habitat Conservation Plans 

Inspection and Enforcement 

Individual Indian Monies 

Integrated Pest Management 

Indian Reservation Roads 

Indian School Equalization Program 

List of Classified Structures 

Management Control and Audit Followup 

Million Board Feet 

Minerals Management Service 

National Environmental Policy Act 

National Fish Hatchery System 

National Oceanic and Atmospheric Administration 
National Park Service 

National Wildlife Refuge System 

Outer Continental Shelf 

Office of Insular Affairs 

Office of Inspector General 

Office of Management and Budget 

Oil Pollution Act 

Office of Surface Mining 

Office of the Special Trustee for American Indians 
Office of Secretary 

Office of Trust Funds Management 

Payments in Lieu of Taxes 

Public Law 

Property Plant and Equipment 

Royalty in Kind 

Safety and Environmental Management Plans 
Statement of Federal Financial Accounting Standards 
Surface Mining Control and Reclamation Act 
Tribally Controlled Community Colleges 

Tribal Priority Allocations 

U.S. Geological Survey 

United States Code 

Weighted Student Units 

World Wide Web 

Year 2000 

Year of the Ocean 
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For additional copies of this report, please contact: 


U.S. Department of the Interior 
Office of Financial Management 
1849 C Street, N.W. 
Washington, D.C. 20240 
202-208-4701 (Phone) 
202-208-6940 (Fax) 


This report is also available on the Internet at: 


www.doi.gov/pfm 








“Preparing Yarn for Weaving” by Gerald Nailor, 1940. Medium - oil on plaster. Location - eighth floor, South Penthouse, Main Interior 
Building. This mural shows a Navajo woman sitting in front of a nearly finished blanket on a traditional loom frame. The artist, who 
was born in 1917 in Pindedale, New Mexico, and died in 1952, was a member of the Navajo Indian Tribe. His Indian name, Toh-Yah, 
means “ Walking by the River.” 








